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T h e s t u d y e x a m i n e s the i s s u e s on t r a d e in s e r v i c e s in A S E A N 
c o u n t r i e s for a c o n t i n u o u s and m o r e e f f e c t i v e s e r i e s of m u l t i -
l a t e r a l n e g o t i a t i o n s . The issues in the n e g o t i a t i o n s r e v o l v e 
a r o u n d the g r a d u a l d i s m a n t l i n g of b a r r i e r s to t r a d e in s e r v i c e s 
t h a t w o u l d u l t i m a t e l y b e n e f i t b o t h d e v e l o p e d and d e v e l o p i n g 
c o u n t r i e s . P r i m a r y focus, w a s g i v e n on the f i n a n c i a l s e c t o r . T h e 
p a p e r a n a l y z e s , in the c o n t e x t of the A S E A N c o u n t r i e s , v a r i o u s 
a s p e c t s w h i c h a r e c o n s i d e r e d r e l e v a n t to t h e s e n e g o t i a t i o n s . It 
a l s o e x p l o r e s the p o s s i b i l i t y of e x p a n d i n g t r a d e in b a n k i n g 
s e r v i c e s as a m e a n s to a c h i e v i n g h i g h e r and s u s t a i n a b l e g r o w t h in 
t h e s e c o u n t r i e s . This a n a l y s i s b e g i n s b y f i r s t e x a m i n i n g the 
s c o p e of b a n k i n g a c t i v i t i e s in the r e g i o n . E m p h a s i s is then g i v e n 
to the s t r u c t u r e s of m a r k e t s and c o m p e t i t i o n of the A S E A N b a n k i n g 
s y s t e m . T h i s is f o l l o w e d b y an e n u m e r a t i o n o f . t h e b e n e f i t s a n d 
c o s t s t o w a r d s a m o r e l i b e r a l r e g i m e for i n t e r n a t i o n a l t r a d e . It 
p r o c e e d s to d i s c u s s the i m p l i c a t i o n s of the key c o n c e p t s and 
p r i n c i p l e s in the m u l t i l a t e r a l n e g o t i a t i o n s on t r a d e in s e r v i c e s 
to the b a n k i n g sector in the A S E A N c o u n t r i e s . The paper e n d s b y 
d i s c u s s i n g the p o s s i b i l i t y of i n c r e a s i n g the c o m p e t i t i v e n e s s of 
b a n k s in the r e g i o n and s u b s e q u e n t l y their s h a r e of i n t e r n a t i o n a l 
t r a d e 
in b a n k i n g s e r v i c e s t h r o u g h such m e a s u r e s as r e g i o n a l 
c o o p e r a t i o n and the U r u g u a y Round of t r a d e n e g o t i a t i o n s on 
s e r v i c e s . 
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T R A D E IN B A N K I N G S E R V I C E S IN ASEAN C O U N T R I E S * 
M a r i o B . L a m b e r t e * * 
I. I N T R O D U C T I O N 
Since its e s t a b l i s h m e n t in 1967, ASEAN has enjoyed r e g i o n a l 
p e a c e and s t a b i l i t y . This has been translated into high e c o n o m i c 
growth m o s t envied by other regional g r o u p i n g s . ASEAN is, 
h o w e v e r , c o m p o s e d of fairly h £ t e r o g e n e o u s c o u n t r i e s in terms of 
level of d e v e l o p m e n t and d e g r e e of s o p h i s t i c a t i o n of their 
e c o n o m y . S i n g a p o r e b e l o n g s to the so-called "newly-
i n d u s t r i a l i z i n g e c o n o m i e s " (NIEs). Its per capita GNP in 1988 is 
m o r e than 20 times higher than that of I n d o n e s i a , which has the 
lowest per capita GNP in the r e g i o n . It was also the f a s t e s t 
g r o w i n g ASEAN m e m b e r c o u n t r y in the 1980s (see Table 1 ) . 
T h a i l a n d ' s e c o n o m i c growth in the 1980s was p h e n o m e n a l . This is 
likely going to be s u s t a i n e d in the early 1990s when the h u g e 
foreign i n v e s t m e n t s it received in the late 1980s are t r a n s l a t e d 
into increased p r o d u c t i v e c a p a c i t y . In c o n t r a s t , the P h i l i p p i n e s 
has a lot of c a t c h i n g up to do in the 1 9 9 0 s . The p o l i t i c a l and 
e c o n o m i c t u r b u l e n c e it e n c o u n t e r e d through m u c h of the 1980s 
p r a c t i c a l l y set back its clock of d e v e l o p m e n t to the 1 9 7 0 s . Its 
h u g e d e b t o v e r h a n g will c o n t i n u e to c o n s t r a i n its growth in t h e 
m e d i u m t e r m . 
*Paper p r e s e n t e d during the U N C T A D / E S C A P Regional Seminar on 
S e r v i c e s in B a n g k o k , T h a i l a n d on 6-9 August 1 9 9 0 . 
* * V i c e - P r e s i d e n t , P h i l i p p i n e Institute for D e v e l o p m e n t 
Studies (PIDS). 
Table 1 
BASIC INDICATORS: ASEAN 
INDICATORS Indonesia Malaysia Philippines Singapore Thailand 
1. Per capita 6NP: 1988 (USt) 438 1,878 638 9,188 1,888 
2. Ave. growth rate per 
capita 6DP: 1981-89 (Z) 2.4 2.2 -8.9 4.7 4.6 
3. Ave. 6DP growth rate: 
1981-89 (X) 5.2 5.4 l.B 6.9 7.1 
4. Broad aoney/GNP (Z) 
4.1 1988 13.2 69.8 19.8 94.4 37.3 
4.2 1987 26.9 124.3 28.7 184.8 64.9 
5. Sectoral shares of GDP: 
1989 (Z) 
S.l Agriculture 28.5 21.2 26.9 8.4 15.9 
5.2 Industry 48.3 41.8 33.1 36.6 33.9 
5.3 Services 39.3 38.7 41.8 63.8 98.5 
6. Share of services in 
Eaployient: 1986 (Z) 35.8 53.8 41.8 61.8 25.8 
Sources: Lines 4 and 6 froa the World Bank's World Developaent Report (1989) and Quibria 
(1989), respectively; and the rest froa Asian Oevelopteot Bank's Asian 
Developaent Outlook (1998). 
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F i n a n c i a l d e e p e n i n g has taken p l a c e in A S E A N c o u n t r i e s in 
1 9 8 0 s . I n d o n e s i a , M a l a y s i a and T h a i l a n d e x p e r i e n c e d a d o u b l i n g 
of the r a t i o of br,oad m o n e y to G N P , w h i c h is used h e r e as a rough 
m e a s u r e of f i n a n c i a l d e e p e n i n g . S i n g a p o r e h a s c o n t i n u e d its 
p r o c e s s of f i n a n c i a l d e e p e n i n g . A g a i n , the o n l y e x c e p t i o n in 
this i m p r e s s i v e p e r f o r m a n c e of A S E A N c o u n t r i e s is the 
P h i l i p p i n e s . A l i q u i d i t y c r i s i s s t r u c k the P h i l i p p i n e e c o n o m y in 
1 9 8 1 , f o l l o w e d b y a s e v e r e b a l a n c e of p a y m e n t s p r o b l e m in the 
m i d - 1 9 8 0 s . T h e s e r e s u l t e d in the c o l l a p s e of s e v e r a l f i n a n c i a l 
i n s t i t u t i o n s , w h i c h p r a c t i c a l l y shook the p e o p l e ' s c o n f i d e n c e in 
the b a n k i n g s y s t e m and led to c a p i t a l f l i g h t . 
Over the p a s t t h r e e d e c a d e s , A S E A N e c o n o m i e s h a v e u n d e r g o n e 
a p r o c e s s of s t r u c t u r a l t r a n s f o r m a t i o n , s h i f t i n g their d e p e n d e n c e 
from a g r i c u l t u r e to n o n - a g r i c u l t u r a l a c t i v i t i e s . T h e s e r v i c e 
s e c t o r h a s i n c r e a s i n g l y b e c o m e an i m p o r t a n t p r o d u c t i v e sector in 
their e c o n o m i e s . In 1 9 8 9 , the s h a r e of the s e r v i c e s e c t o r in the 
G D P of A S E A N c o u n t r i e s ranged from 39 p e r c e n t to 63 p e r c e n t . 
T hei r c o n t r i b u t i o n to e m p l o y m e n t in A S E A N c o u n t r i e s h a s a l s o b e e n 
s i g n i f i c a n t . Q u i b r i a (1989) u n d e r s c o r e s the i m p o r t a n c e of the 
s e r v i c e s e c t o r in e c o n o m i c d e v e l o p m e n t : 
"The r o l e of s e r v i c e s in e c o n o m i c d e v e l o p m e n t is 
far from u n i l i n e a r . In m a n y c a s e s , d e v e l o p m e n t of 
s e r v i c e s is n o t a c o n s e q u e n c e b u t a c a u s e of 
g r o w t h . For e x a m p l e , an e f f i c i e n t f i n a n c i a l 
s e c t o r , an e x t e n s i v e t r a n s p o r t a t i o n and t e l e -
c o m m u n i c a t i o n n e t w o r k and welj.-run p u b l i c 
a d m i n i s t r a t i o n : all a r e p r e c o n d i t i o n s of gfcowth 
and d e v e l o p m e n t . So is a w e 1 1 - d e v e l o p e d infra-
s t r u c t u r e of h e a l t h and e d u c a t i o n s e r v i c e s . 
T r a d i t i o n a l l y , the s e r v i c e s e c t o r h a s n o t b e e n the 
s u b j e c t of c o n s c i o u s c o m p r e h e n s i v e p l a n n i n g . A s a 
c o n s e q u e n c e , a lack of p l a n n i n g m a y r e s u l t in the 
i n i t i a l u n d e r d e v e l o p m e n t of k e y s e r v i c e s . " (p. 1) 
T h e e x p e r i e n c e of S i n g a p o r e s e r v e s to d e m o n s t r a t e that the 
s e r v i c e s e c t o r itself can be a g r o w t h s e c t o r . 
T h e q u a n t i t y and q u a l i t y of the p r o d u c t s p r o d u c e d b y the 
s e r v i c e s e c t o r of A S E A N c o u n t r i e s , h o w e v e r , g r e a t l y v a r y a m o n g 
e a c h o t h e r . Ip S i n g a p o r e , t e c h n o l o g y - i n t e n s i v e s e r v i c e s ( e . g . , 
b a n k i n g and t e l e m a t i c s ) a r e q u i t e s i g n i f i c a n t , w h i l e in 
I n d o n e s i a , the P h i l i p p i n e s and T h a i l a n d , t h e r e is a p r e d o m i n a n c e 
of t r a d i t i o n a l , l a b o r - i n t e n s i v e s e r v i c e s (e.g., r e s t a u r a n t s , 
r e t a i l i n g , e t c . ) . S u c h d i v e r s i t y r e f l e c t s the v a r y i n g l e v e l s of 
e c o n o m i c d e v e l o p m e n t a m o n g A S E A N c o u n t r i e s . 
T r a d e in s e r v i c e s h a s now b e c o m e a s u b j e c t of the n e w round 
of m u l t i l a t e r a l n e g o t i a t i o n s . The issue h e r e is b a s i c a l l y 
s i m i l a r to the o n e that e m e r g e d in e a r l i e r r o u n d of n e g o t i a t i o n s 
on t r a d e in g o o d s , i . e . , g r a d u a l l y d i s m a n t l i n g b a r r i e r s to t r a d e 
in s e r v i c e s in such a w a y t h a t b o t h d e v e l o p e d and d e v e l o p i n g 
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e c o n o m i e s can b e n e f i t . This is not g o i n g to b e an easy 
u n d e r t a k i n g . F i r s t l y , t r a d e in s e r v i c e s h a s a l r e a d y b e e n 
d o m i n a t e d b y d e v e l o p e d e c o n o m i e s , and further o p e n i n g up of this 
s e c t o r w i l l c e r t a i n l y b e m e t w i t h s t r o n g r e s i s t a n c e b y d e v e l o p i n g 
e c o n o m i e s . S e c o n d l y , the s e r v i c e s e c t o r is so h e t e r o g e n e o u s and 
i n c l u d e a r e a s t h a t a r e c o n s i d e r e d p o l i t i c a l l y S e n s i t i v e . 
N o t w i t h s t a n d i n g t h e s e , t h e r e is a need to c l o s e l y e x a m i n e the 
issues on t r a d e in s e r v i c e s so that m o r e e n l i g h t e n e d m u l t i l a t e r a l 
n e g o t i a t i o n s can p r o c e e d . 
This p a p e r f o c u s e s on the f i n a n c i a l s e c t o r . I n t e r e s t i n g l y , 
the p a t t e r n of n e t f i n a n c i a l f l o w s to A S E A N c o u n t r i e s h a s 
s i g n i f i c a n t l y c h a n g e d over the last t h i r t e e n y e a r s . N e t p r i v a t e 
f l o w s s h a r p l y fell a f t e r the e x p l o s i o n of the i n t e r n a t i o n a l d e b t 
c r i s i s in 1982 (see F i g u r e 1 and T a b l e 2 for d e t a i l s ) . This has 
s o m e i m p l i c a t i o n s on the o p e r a t i o n s of b r a n c h e s / a g e n c i e s / 
r e p r e s e n t a t i v e o f f i c e s of f o r e i g n b a n k s in these c o u n t r i e s . It 
is to b e n o t e d that t h e y f a c i l i t a t e d t h e flow of d i r e c t f o r e i g n 
i n v e s t m e n t s into these c o u n t r i e s and p r o v i d e b a n k i n g s e r v i c e s to 
m u l t i n a t i o n a l c o r p o r a t i o n s . T h e y w e r e a l s o i n v o l v e d in p a c k a g i n g 
s o v e r e i g n loans for A S E A N c o u n t r i e s . After the i n t e r n a t i o n a l 
d e b t c r i s i s , their a c t i v i t i e s in t h e s e two a r e a s h a v e b e e n 
c o n s i d e r a b l y r e d u c e d b e c a u s e of the s l o w d o w n in foreign 
i n v e s t m e n t flows and the u n a t t r a c t i v e n e s s of s o v e r e i g n l o a n s . 
The b a n k i n g sector is one of the s e c t o r s w h i c h w i l l l i k e l y 
be i n c l u d e d in the o n g o i n g m u l t i l a t e r a l n e g o t i a t i o n s on t r a d e in 
s e r v i c e s . 1/ It is e n v i s a g e d that p i v o t a l i m p o r t a n c e w h i c h is 
a t t r i b u t e d to the s e c t o r and th6 e x i s t e n c e of v a r i o u s d i f f e r e n t 
b a n k i n g s e r v i c e s w o u l d m a k e the e s t a b l i s h m e n t of n o r m s and 
r e g u l a t i o n s in the area a p a r t i c u l a r l y c o m p l e x m a t t e r . This 
p a p e r a n a l y z e s , in the C o n t e x t of the A S E A N c o u n t r i e s , v a r i o u s 
a s p e c t s w h i c h are d e e m e d r e l e v a n t to t h e s e n e g o t i a t i o n s , and 
e x p l o r e s the p o s s i b i l i t y of e x p a n d i n g t r a d e in b a n k i n g s e r v i c e s 
as a m e a n s to a c h i e v i n g h i g h e r and s u s t a i n a b l e e c o n o m i c g r o w t h of 
these c o u n t r i e s . M o r e s p e c i f i c a l l y , it e x a m i n e s : 
1) the scope of b a n k i n g a c t i v i t i e s in the A S E A N r e g i o n ; 
2) the s t r u c t u r e s of m a r k e t s and c o m p e t i t i o n ; 
3) the b e n e f i t s and c o s t s of a m o r e l i b e r a l r e g i m e for 
i n t e r n a t i o n a l t r a d e in b a n k i n g s e r v i c e s in the r e g i o n ; 
4) the i m p l i c a t i o n s of the key c o n c e p t s and p r i n c i p l e s 
d i s c u s s e d in the m u l t i l a t e r a l n e g o t i a t i o n s on t r a d e in 
1/ 
B a n k i n g s e r v i c e s are a p a r t of f i n a n c i a l s e r v i c e s . The 
l a t t e r , a p a r t from b a n k i n g s e r v i c e s , i n c l u d e i n s u r a n c e , b r o k e r a g e 
and s e r v i c e s f a c i l i t a t i n g c o m m o d i t y and other g o o d s t r a d i n g 
(Iwata 1 9 8 8 ) . 
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Figure 1 
NET FINANCIAL FLOWS TO ASEAN, 1975-1987 






1975 824 1803 
1976 1083 1615 
1977 837 71 
1978 941 504 
1979 907 -477 
1980 1321 459 
1981 1258 3310 
1982 1579 1291 
1983 1520 1597 
1984 1839 1470 
1985 1346 470 
1986 1458 136 
1987 3278 -155 
-0.500 t r 
1075 1676 1077 1078 1070 1060 1961 1083 1083 1084 1065 1086 1087 





1975 164 151 
1976 155 152 
1977 194 47 
1978 163 41 
1979 213 505 
1980 217 472 
1981 258 733 
1982 265 569 
1983 359 1391 
1984 454 965 
1985 380 -147 
1986 210 -226 
1987 137 92 
T 1 7 
1077 107H 1879 1997 
• cffoialnsf + nst prrv flows 
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Figure 1 {cont'd.) 
PHILIPPINES 
T O T A L N E T 
OFFICIAL PRIVATE 
N E T F L O W S 
1975 293 108 
1976 380 705 
1977 351 365 
1978 422 639 
1979 605 548 
1980 534 442 
1981 860 383 
1982 621 323 
1983 1283 260 
1981 784 162 
1985 882 -248 
1986 1132 -41 
1987 970 -285 
i i i i 1 1 1 i ~T 
1875 1076 1077 1S7H 1070 1960 10B1 10B2 1BH3 10B4 I K 10BS 1687 
0 official not + nst priv flows 
SINGAPORE 
T O T A L N E T 
OFFICIAL PRIVATE 
N E T F L O W S 
1975 50 73 
1976 35 136 
1977 8 207 
1978 103 262 
1979 95 433 
1980 43 709 
1981 11 1374 
1982 23 891 
1983 -30 222 
1984 87 1227 
1985 -56 -211 
1986 -189 79 
1987 -220 947 
n oflioiai rwl +• rwl priv flow 
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1975 158 30 
1976 230 -23 
1977 254 31 
1978 408 236 
1979 638 308 
1980 731 382 
1981 782 781 
1982 822 416 
1983 1031 246 
1984 870 602 
1985 806 73 
1986 583 - 9 
1987 378 547 
-0.100 i T 1 r i 1—:—r 
1975 1070 1077 187B 1079 1080 10S1 1882 1903 1084 1SSS 1SS7 
ci official rwt not prw 
Source: Table 2 
8 Table 2 
NET FINANCIAL FLOHS TO ASEAN, 1970, 1975-1987 
(In US* N) 
1978 1975 1976 1977 1978 1979 1988 1981 1982 1983 1984 1985 1986 1987 
1. INDONESIA 
A. TOTAL OFFICIAL NET 413 824 1B83 837 941 987 1321 1258 1579 1528 1839 1346 1458 3278 
a. ODA Grants 118 153 142 161 192 281 296 324 315 316 327 338 379 480 
b. ODA Loans 355 539 527 354 444 448 653 652 592 428 346 265 332 766 
c. Other Official FIOMS, Net -52 132 415 322 386 1B6 372 .283 673 776 1166 743 747 2833 
B. NET PRIVATE FLOWS 116 1883 1615 71 584 -477 459 3318 1291 1597 1478 478 136 -155 
a. Direct Investments 145 12B9 747 -67 418 -383 388 2584 537 303 494 -311 -539 -565 
b. Portfolio Investaents 12 18 382 16 113 -183 57 386 423 692 47 376 551 438 
c. Export Credits -42 584 566 123 -26 9 182 348 331 682 929 406 124 -28 
2. MALAYSIA 
A. TOTAL OFFICIAL NET 44 164 155 194 163 213 217 258 265 359 454 380 218 137 
a. ODA Brants 17 32 28 38 36 68 61 58 60 64 93 103 189 133 
b. ODA Loans 9 66 34 42 44 65 75 86 75 113 234 127 3 230 
c. Other Official FIOHS, Net 18 65 93 123 83 88 82 115 138 182 127 158 18 -226 
B . NET PRIVATE FLONS 45 151 152 47 41 585 472 733 569 1391 965 -147 -226 92 
a. Direct Investaents 38 73 133 134 -5 77 242 252 -429 234 227 148 -182 377 
b. Portfolio Investments 8 -3 18 -124 56 65 22 118 671 928 625 -263 -41 -278 
c. Export Credits 8 82 1 36 -10 363 289 371 326 229 113 -23 -82 -7 
3. PHILIPPINES 
' A. TOTAL OFFICIAL NET 146 293 388 351 422 685 534 860 621 1283 7B4 882 1132 970 
a. ODA Grants 32 185 98 104 93 112 123 146 163 259 256 245 516 461 
b. ODA Lows 14 75 89 79 156 156 188 238 178 178 141 242 448 314 
c. Other Official FIOMS, Net 188 113 193 168 173 338 230 484 288 854 388 396 176 195 
B . NET PRIVATE FLONS 172 188 705 365 639 54B 442 383 323 268 162 -248 -41 -285 
a. Direct Investaents -1 117 1§4 116 144 330 128 115 126 -168 167 -250 60 85 
b. Portfolio Investaents 33 18 375 48 230 246 32 -32 132 334 -142 154 189 -169 
c. Export Credits 140 -181 176 201 266 -28 282 301 65 95 137 -152 -289 -201 
4. SIN6AP0RE 
A. TOTAL OFFICIAL NET 62 58 35 
a. ODA 6rants 15 7 8 
b. ODA Loans 14 6 5 
c. Other Official FIOMS, Net 33 37 23 
B. NET PRIVATE FLONS 53 73 136 
a. Direct Investaents 16 71 67 
b. Portfolio Investaents 1 27 86 
c. Export Credits 36 -24 -17 
5. THAILAND 
A. TOTAL OFFICIAL NET 126 158 238 
a. ODA Grants 55 53 126 
b. ODA Loans 28 37 44 
c. Other Official FIOMS, Net 52 78 61 
B. NET PRIVATE FLOHS 73 38 -23 
a. Direct Investaents 14 19 18 
b. Portfolio Investaents 10 8 -9 
c. Export Credits 49 12 -33 
8 183 95 43 11 23 -30 87 -56 -189 -220 
7 12 13 19 23 23 21 28 28 37 32 
6 -5 -7 -5 -2 -2 -7 13 -4 -7 -8 
-5 96 89 29 -11 3 -45 46 -80 -218 -244 
287 262 433 789 1374 891 222 1227 -211 79 947 
86 147 355 658 988 280 418 865 252 682 781 
100 127 -11 18 154 288 -99 339 -402 -511 371 
21 -13 89 41 240 323 -97 23 -62 -12 -124 
254 488 638 731 782 822 1031 878 806 583 378 
64 184 147 178 198 185 218 248 264 388 322 
68 157 246 240 217 284 222 226 217 188 184 
121 147 245 313 375 433 599 396 325 87 -129 
31 236 308 382 781 416 246 602 73 -9 547 
42 38 38 .218 219 128 200 348 -98 -6 459 
-9 125 205 35 159 79 112 306 240 133 117 
-3 72 65 130 404 209 -66 -52 -70 -136 -29 
Source: Lee, Jungsoo and I.P. David. 'Changing Pattern of Financial FIOMS to Asian and 
Pacific Developing Countries." ADB Statistical Report Series No. 11 (March 1989). 
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s e r v i c e s to the b a n k i n g s e c t o r in the A S E A N c o u n t r i e s ; 
and 
5) the p o s s i b i l i t y of i n c r e a s i n g c o m p e t i t i v e n e s s of b a n k s 
in A S E A N c o u n t r i e s a n d i n c r e a s i n g their s h a r e of 
i n t e r n a t i o n a l t r a d e in b a n k i n g s e r v i c e s including 
t h r o u g h r e g i o n a l c o o p e r a t i o n and the U r u g u a y Round of 
t r a d e n e g o t i a t i o n s on s e r v i c e s . 
A s e c t i o n w i l l b e d e v o t e d to e a c h of t h e s e s p e c i f i c 
o b j e c t i v e s . 
I I . S C O P E OF B A N K I N G A C T I V I T I E S IN THE A S E A N R E G I O N 
A l t h o u g h s t i l l u n d e r d e v e l o p e d r e l a t i v e to the f i n a n c i a l 
s y s t e m s o f the O E C D c o u n t r i e s , the f i n a n c i a l s y s t e m s of A S E A N 
c o u n t r i e s h a v e a l r e a d y a c h i e v e d a c e r t a i n d e g r e e of 
s o p h i s t i c a t i o n . T h i s m a y b e g a t h e r e d from the g r e a t n u m b e r and 
v a r i e t y of f i n a n c i a l i n s t i t u t i o n s that h a v e e m e r g e d in A S E A N 
c o u n t r i e s in the last two d e c a d e s , the m u l t i t u d e of f i n a n c i a l 
s e r v i c e s b e i n g o f f e r e d , and the f i n a n c i a l i n s t r u m e n t s t h a t h a v e 
b e e n c r e a t e d . T h e s e d e v e l o p m e n t s c o u l d b e a t t r i b u t e d to s e v e r a l 
f a c t o r s . One is that A S E A N c o u n t r i e s s t a r t e d t h e p r o c e s s of 
l i b e r a l i z i n g their f i n a n c i a l s y s t e m in the 1 9 7 0 s , a l b e i t at 
v a r y i n g d e g r e e and s p e e d . T h a t p r o c e s s is s t i l l b e i n g p u r s u e d at 
p r e s e n t . The r e s p o n s e of the f i n a n c i a l s y s t e m s in A S E A N 
c o u n t r i e s to l i b e r a l i z a t i o n h a s g e n e r a l l y b e e n p o s i t i v e . A n o t h e r 
is the t e c h n o l o g i c a l a d v a n c e m e n t in b a n k i n g that f a c i l i t a t e d the 
i m p r o v e m e n t of e x i s t i n g s e r v i c e s and r e s u l t e d in the i n t r o d u c t i o n 
of n e w s e r v i c e s a t a m u c h r e d u c e d c o s t to b o t h b a n k s and 
c u s t o m e r s . T h e i n t r o d u c t i o n of a u t o m a t e d teller m a c h i n e s is o n e 
e x a m p l e . C o m p u t e r i z a t i o n h a s a l s o a l l o w e d b a n k s to o f f e r s a v i n g s 
d e p o s i t i n s t r u m e n t s w h o s e i n t e r e s t is c o m p o u n d e d d a i l y . 
I n t e r e s t i n g l y , this is one area w h e r e b a n k i n g t e c h n o l o g y 
d e v e l o p e d in a d v a n c e d e c o n o m i e s can be e a s i l y c o p i e d b y less 
d e v e l o p e d c o u n t r i e s at l e a s t c o s t , e s p e c i a l l y if c e r t a i n 
i n f r a s t r u c t u r e s , such as e l e c t r i c i t y and t e l e c o m m u n i c a t i o n s , a r e 
r e a d i l y a v a i l a b l e , and if the p o p u l a t i o n a r e g e n e r a l l y w e l l -
e d u c a t e d . S t i l l a n o t h e r factor is the g e n e r a l l y i m p r e s s i v e 
e c o n o m i c g r o w t h of A S E A N e c o n o m i e s w h i c h r e s u l t e d in the c h a n g i n g 
d e m a n d for f i n a n c i a l s e r v i c e s b y the c o r p o r a t e s e c t o r , 
i n d i v i d u a l s , and i n s t i t u t i o n a l i n v e s t o r s . T h i s h a s led to the 
e m e r g e n c e of new t y p e s of f i n a n c i a l i n s t i t u t i o n s , like the 
m e r c h a n t b a n k s in M a l a y s i a and S i n g a p o r e , the o f f s h o r e b a n k s in 
the P h i l i p p i n e s and S i n g a p o r e , a m o n g o t h e r s . A w i d e r a n g e of 
i n s t r u m e n t s h a s a l s o b e e n i n t r o d u c e d b y e x i s t i n g and- n e w l y -
created- f i n a n c i a l i n s t i t u t i o n s . E x a m p l e s of t h e s e i n s t r u m e n t s 
a r e b a n k e r s a c c e p t a n c e s , n e g o t i a b l e c e r t i f i c a t e of d e p o s i t s , and 
ot h er d e p o s i t s u b s t i t u t e s . B a n k s h a v e r e c e n t l y e x p a n d e d their 
f e e - b a s e d s e r v i c e s or o f f - b a l a n c e s h e e t a c t i v i t i e s . T h i s is m o s t 
e v i d e n t in S i n g a p o r e , M a l a y s i a , the P h i l i p p i n e s and T h a i l a n d . 
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It is to b e n o t e d that the m o n e t a r y a u t h o r i t i e s and 
g o v e r n m e n t s in A S E A N c o u n t r i e s h a v e p l a y e d a g r e a t role in 
d e v e l o p i n g their r e s p e c t i v e f i n a n c i a l i n f r a s t r u c t u r e . In the 
m a i n , t h e y d e t e r m i n e and r e g u l a t e w h a t k i n d s of a c t i v i t i e s a 
f i n a n c i a l i n s t i t u t i o n , w h e t h e r o w n e d b y the g o v e r n m e n t or the 
p r i v a t e s e c t o r , can do,. Each type of f i n a n c i a l i n s t i t u t i o n is 
t h e r e f o r e c o v e r e d b y s p e c i f i c set of r e g u l a t i o n s . F o r p r u d e n t i a l 
r e a s o n s , the k i n d s of a c t i v i t i e s a l l o w e d for d i f f e r e n t t y p e s of 
f i n a n c i a l i n s t i t u t i o n s a r e a s s o c i a t e d w i t h d i f f e r e n t m i n i m u m 
c a p i t a l r e q u i r e m e n t s . E x c e p t f o t S i n g a p o r e , g o v e r n m e n t s in ASEAN 
c o u n t r i e s f o r c e their b a n k s to p e r f o r m d e v e l o p m e n t a l f u n c t i o n s . 
T h u s , loan p o r t f o l i o r e q u i r e m e n t s , that is r e q u i r i n g b a n k s to 
lend a c e r t a i n a m o u n t of their total l o a n a b l e funds to s p e c i f i c 
s e c t o r , a r e not u n c o m m o n in the r e g i o n . 
In g e n e r a l , f i n a n c i a l i n s t i t u t i o n s in A S E A N c o u n t r i e s m a y be 
d i s t i n g u i s h e d by the t y p e s of l i a b i l i t i e s and a s s e t s they a r e 
l e g a l l y a l l o w e d to h o l d . B a n k i n g i n s t i t u t i o n s a r e a l l o w e d to 
m o b i l i z e t r a d i t i o n a l d e p o s i t s (such as d e m a n d , s a v i n g s and t i m e 
d e p o s i t s ) , w h e r e a s n o n b a n k f i n a n c i a l i n s t i t u t i o n s are n o t . A m o n g 
b a n k i n g i n s t i t u t i o n s , s o m e a r e r e s t r i c t e d to m o b i l i z e o n l y 
c e r t a i n types of d e p o s i t s d i s t i n g u i s h e d b y d e g r e e of l i q u i d i t y , 
m a t u r i t y , s i z e , e t c . The n o n b a n k i n g i n s t i t u t i o n s are f a i r l y 
n u m e r o u s and h e t e r o g e n e o u s even w i t h i n the s a m e A S E A N c o u n t r y . 
S t i l l , in t e r m s of a s s e t s , they are s m a l l r e l a t i v e to the b a n k i n g 
i n s t i t u t i o n s . H o w e v e r , they h a v e shown to be i n n o v a t i v e and h a v e 
p u t up c o m p e t i t i o n with b a n k s . - . 
In the p a s t , c o m p e t i t i o n was e n c o u r a g e d , b u t this w a s 
l i m i t e d o n l y to f i n a n c i a l -institutions b e l o n g i n g to the s a m e 
c a t e g o r y . This r e s u l t e d in the s e g m e n t a t i o n of the f i n a n c i a l 
m a r k e t s . At p r e s e n t , t h e r e is a m o v e t o w a r d s u n i v e r s a l b a n k i n g . 
This r e q u i r e s the r e d u c t i o n or b l u r r i n g of d i s t i n c t i o n among 
d i f f e r e n t types of f i n a n c i a l i n s t i t u t i o n s . S i n g a p o r e is w a y 
a h e a d in this new a p p r o a c h , f o l l o w e d b y M a l a y s i a and the 
P h i l i p p i n e s . The o n g o i n g f i n a n c i a l r e f o r m s in I n d o n e s i a and 
T h a i l a n d a l s o s u g g e s t sucn t r e n d . 2 / 
T a b l e 3 s h o w s b a n k i n g d e n s i t y r a t i o s in A S E A N c o u n t r i e s . It 
r o u g h l y i n d i c a t e s the e x t e n t of a c c e s s of the p o p u l a t i o n of the 
ASEAN c o u n t r i e s to their r e s p e c t i v e b a n k i n g s y s t e m s . The ratio 
t e n d s to v a r y i n v e r s e l y with the level of d e v e l o p m e n t of the 
c o u n t r i e s c o n c e r n e d ; that i s , p o p u l a t i o n in m o r e d e v e l o p e d A S E A N 
c o u n t r i e s h a s b e t t e r a c c e s s to b a n k i n g s e r v i c e s c o m p a r e d to t h o s e 
2/ 
In I n d o n e s i a , the d e r e g u l a t i o n p a c k a g e s w e r e i n c o r p o r a t e d 
in P A C T O 27 (October 1 9 8 8 ) , P A K O E S II (December 1 9 8 8 ) , P A K M A R 
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in less d e v e l o p e d o n e s . 3 / O n l y S i n g a p o r e can comipare w i t h m o r e 
d e v e l o p e d e c o n o m i e s in this a r e a . It is to be no-ted that m o s t 
b a n k s and their b r a n c h e s are c o n c e n t r a t e d in urban' a r e a s , leaving 
tne c o u n t r y s i d e w i t h v e r y little a c c e s s to b a n k i n g s e r v i c e s . 
T h i s p r o b l e m is m o s t a c u t e in I n d o n e s i a , the P h i l i p p i n e s and 
T h a i l a n d . Tne nunjerous and sitiall b a n k s that h a v e been 
e s t a b l i s h e d in the c o u n t r y s i d e h a v e m e r e l y s e r v e d as c o n d u i t s of 
g o v e r n m e n t f u n d s . H e n c e , t h e y do not t r u l y p r o v i d e b a n k i n g 
s e r v i c e s to r u r a l p e o p l e . 
A f ter g i v i n g an o v e r v i e w of the b a n k i n g a c t i v i t i e s of ASEAN 
c o u n t r i e s , we now b r i e f l y d e s c r i b e the s c o p e of b a n k i n g 
a c t i v i t i e s in each of the A S E A N m e m b e r c o u n t r i e s . L e s s e m p h a s i s 
w i l l be g i v e n to a c t i v i t i e s of n o n b a n k i n g i n s t i t u t i o n s . 
A . I N D O N E S I A 
The f i n a n c i a l s y s t e m in I n d o n e s i a c o n s i s t s of d e p o s i t m o n e y 
b a n k s , r u r a l f i n a n c i a l i n s t i t u t i o n s , s a v i n g s b a n k s , and d i f f e r e n t 
types of n o n b a n k f i n a n c i a l i n s t i t u t i o n s (see T a b l e 4 ) . 4 / In 
t e r m s of a s s e t s , d e p o s i t m o n e y b a n k s d o m i n a t e the f i n a n c i a l 
s y s t e m . 
D e p o s i t m o n e y fa&nks m a y b e c l a s s i f i e d a c c o r d i n g to 
o w n e r s h i p . T h e r e a r e f i v e b a n k s that a r e w h o l l y o w n e d b y the 
I n d o n e s i a n g o v e r n m e n t . A r n d t (1987) s u c c i n c t l y d e s c r i b e s their 
a c t i v i t i e s in the f o l l o w i n g m a n n e r : 
" E x c e p t in f o r e i g n e x c h a n g e b u s i n e s s w h e r e the 
f o r e i g n b a n k s a r e i m p o r t a n t , the s t a t e c o m m e r c i a l 
b a n k s , f a v o u r e d by a w i d e v a r i e t y of p r i v i l e g e s , 
from tax e x e m p t i o n s , s u b s i d i e s and r e d i s c o u n t 
f a c i l i t i e s to a v i r t u a l m o n o p o l y of g o v e r n m e n t and 
other p u b l i c s e c t o r b a n k i n g b u s i n e s s , p r o v i d e the 
b u l k of b a n k i n g f a c i l i t i e s in their b r a n c h e s a l l 
o v e r the c o u n t r y . T h e y hold the m a j o r p a r t of 
d e m a n d and t i m e d e p o s i t s , m a n a g e c u s t o m e r s ' 
a c c o u n t s , o r g a n i z e t r a n s f e r s of funds d o m e s t i c a l l y 
and i n t e r n a t i o n a l l y , c o o p e r a t e in c l e a r i n g of 
i n t e r - b a n k d e b t s , and c o n d u c t the w h o l e r a n g e of 
loan b u s i n e s s , from S h o r t - t e r m t r a d e c r e d i t and 
p e r s o n a l l o a n s to m e d i u m and l o n g e r - t e r m l o a n s to 
the s t a t e and p r i v a t e c o r p o r a t e s e c t o r . " (p. 306) 
3/ 
In 1 9 8 2 , the d e n s i t y r a t i o n for A u s t r a l i a , New Z e a l a n d , 
United S t a t e s , and C a n a d a ranged from 3,000 to 6,000 as c o m p a r e d 
w i t h S i n g a p o r e ' s 1 1 , 0 0 0 . B u t this h i d e s the fact that S i n g a p o r e 
also p l a y s as a leading f i n a n c i a l c e n t e r in the r e g i o n . 
1 / 
As of 14 A u g u s t 1 9 9 0 , the e x c h a n g e rate w a s R p l 8 4 5 . 0 2 per 
U S $ 1 . 
F I N A N C I A L 
T a b l e 4 
I N S T I T U T I O N S IN 
S E P T E M B E R 1 9 8 9 
I N D O N E S I A 
T y p e of F i n a n c i a l I n s t i t u t i o n 
N u m b e r of 
H e a d 
O f f i c e s 
T o t a l 
A s s e t s 
( R p . b i l . ) 
*/. 
D e p o s i t M o n e y B a n k s ( D M B s ) : 1 4 1 8 3 , 7 4 0 8 6 .3 
S t a t e B a n k s 5 5 1 , 4 5 0 51 .8 
J o i n t V e n t u r e 1/ 12 - -
F o r e i g n B a n k B r a n c h e s 10 4 , 6 2 6 4 .7 
D e v e l o p m e n t B a n k s 2 9 6 , 3 8 4 6 .4 
B A P I N D O 1 3 , 8 8 6 3 .9 
R e g i o n a l D e v e l o p m e n t B a n k s 2 7 2 , 4 9 8 2 .5 
P r i v a t e 1 — — 
P r i v a t e B a n k s 8 5 2 3 , 4 6 9 2 3 .6 
N o n f o r e i g n E x c h a n g e 6 4 7 , 5 1 0 7 .6 
F o r e i g n E x c h a n g e 2 1 1 5 , 9 5 9 16 . 1 
R u r a l F i n a n c i a l I n s t i t u t i o n s : 7 , 7 1 3 5 7 9 0 .6 
E x i s t i n g b e f o r e P A K T O 7 , 2 3 6 5 5 0 . 1 
E s t a b l i s h e d a f t e r P A K T O 4 7 7 5 2 4 0 .5 
S a v i n g s B a n k s : 
S t a t e S a v i n g s B a n k ( B T N ) 1 2 , 5 3 1 2 .5 
P r i v a t e S a v i n g s B a n k s 4 -
P a w n s h o p s ( S t a t e - o w n e d ) 2/ 1 1 5 2 0 .2 
S t a t e S e c u r i t i e s & 
I n v e s t m e n t F u n d C o . ( D A N A R E K S A ) 1 2 9 8 0 .3 
N o n b a n k F i n a n c i a l I n s t i t u t i o n s : 13 3 , 5 6 4 3 .6 
D e v e l o p m e n t F i n a n c e I n s t i t u t i o n s 3 8 3 7 0 .8 
I n v e s t m e n t F i n a n c e I n s t i t u t i o n s 9 2 , 4 1 3 2 .4 
H o u s i n g F i n a n c e ( P a p a n S e j a h t e r a ) 1 3 1 4 0 .3 
I n s u r a n c e s 1 3 0 3 , 9 0 6 3 .9 
L i f e 3 0 7 9 9 0 .8 
L o s s 7 7 8 4 4 0 .9 
S o c i a l I n s u r a n c e 3/ 5 1 , 9 3 0 1 .9 
R e i n s u r e r s 4 3 3 3 0 .3 
A d j u s t e r s 14 — -
14 
T a b l e 4 ( c o n t ' d . ) 
N u m b e r o f T o t a l 
T y p e of F i n a n c i a l I n s t i t u t i o n H e a d A s s e t s */. 
O f f i c e s ( R p . b i l . ) 
P e n s i o n F u n d s 4/ 1 3 0 1 , 3 2 9 1 . 3 
T A S P E N 1 1 , 1 0 5 1 . 1 
O t h e r s 1 2 9 2 2 4 0 . 2 
S e c u r i t i e s C o m p a n i e s 7 — — 
B r o k e r s / D e a l e r s 1 2 9 — — 
N o n d e p o s i t F i n a n c i a l I n s t i t u t i o n s : 1 5 4 — -
L e a s i n g C o m p a n i e s 1 0 1 1 , 1 9 5 1 . 2 
F a c t o r i n g 14 — — 
V e n t u r e C a p i t a l 7 — -
C r e d i t C a r d 11 — — 
C o n s u m e r F i n a n c e 2 1 — — 
T 0 T A L 8 , 4 2 4 9 9 , 2 9 4 1 0 0 . 0 
N o t e s : 
1/ T h e s e b a n k s a r e j o i n t - v e n t u r e s b e t w e e n I n d o n e s i a n a n d 
f o r e i g n b a n k s . 
2/ T h e r e i s o n e P a w n s h o p o f f i c e w i t h 4 8 7 b r a n c h o f f i c e s . 
3/ I n c l u d e s A S A B R I , t h e m i l i t a r y e m p l o y e e s s o c i a l insur— 
a n c e f u n d . 
4/ E x c l u d e s u n k n o w n m e m b e r of p e n s i o n f u n d s t h a t a r e n o t 
r e g i s t e r e d w i t h t h e M i n i s t r y of F i n a n c e . 
S o u r c e : C o l e , D a v i d C . a n d B e t t y F . S l a d e . " D e v e l o p m e n t of 
M o n e y M a r k e t s in I n d o n e s i a . " U n p u b l i s h e d ( 1 9 9 0 ) . 
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In a d d i t i o n to w h a t A r n d t had m e n t i o n e d / s t a t e c o m m e r c i a l b a n k s 
a r e a l s o a l l o w e d to issue t h r e e t y p e s of c e r t i f i c a t e s of 
d e p o s i t s : d i s c o u n t , m o n t h l y i n t e r e s t p a y m e n t , and b a l l o o n 
i n t e r e s t and p r i n c i p a l p a y m e n t . In the a s s e t s i d e , they w e r e 
s u p p o s e d to s p e c i a l i z e in l e n d i n g to a few s e c t o r s * b u t over the 
y e a r s , t h e y h a v e p r o g r e s s i v e l y o v e r l a p p e d e a c h other so that the 
d i s t i n c t i o n s b e t w e e n them h a v e b e e n r e d u c e d to a m i n i m u m . 
L i k e s t a t e b a n k s , p r i v a t e n a t i o n a l c o m m e r c i a l b a n k s r a i s e 
funds b y i s s u i n g d e m a n d and time d e p o s i t l i a b i l i t i e s . A l t h o u g h 
p e r m i t t e d to lend at a n y m a t u r i t y , they tend to c o n c e n t r a t e in 
the p r o v i s i o n of s h o r t - t e r m loans (usually 6 m o n t h s or l e s s ) . 
T h i s is not u n u s u a l among p r i v a t e c o m m e r c i a l b a n k s in ASEAN, 
c o u n t r i e s . P r i v a t e n a t i o n a l c o m m e r c i a l b a n k s used to b e 
c l a s s i f i e d into f o r e i g n e x c h a n g e and n o n f o r e i g n e x c h a n g e b a n k s . 
B u t un der the O c t o b e r 1988 d e r e g u l a t i o n p a c k a g e (called P A C T O 
2 7 ) , n o n f o r e i g n e x c h a n g e b a n k s m a y d e a l in f o r e i g n e x c h a n g e if 
c l a s s i f i e d " s o u n d " in 20 of last 24 m o n t h s and their total a s s e t s 
are g r e a t e r than R p l 0 0 B . 
F o r e i g n b a n k s h a v e a w i d e r a r r a y of s o u r c e s of f u n d s , such 
as d e m a n d , s a v i n g s and time d e p o s i t s as w e l l as b o r r o w i n g from 
the i n t e r n a t i o n a l m a r k e t s . T h e y m a y a l s o e n g a g e in c u r r e n c y 
s w a p s w i t h B a n k I n d o n e s i a , t h e c e n t r a l b a n k of I n d o n e s i a , or 
b o r r o w in the i n t e r b a n k m a r k e t for r u p i a h f u n d s . F o r e i g n b a n k s ' 
loans h a v e b e e n c o n c e n t r a t e d in the o v e r d r a f t s and s h o r t - t e r m 
f a c i l i t i e s . A n y i n v e s t m e n t l o a n s they w a n t to m a k e need s p e c i a l 
p e r m i s s i o n f r o m B a n k I n d o n e s i a . M o s t of the m u l t i n a t i o n a l 
c o m p a n i e s in I n d o n e s i a , p r e f e r to b a n k w i t h ttiem. T o g e t h e r w i t h 
m o r e than 50 r e p r e s e n t a t i v e o f f i c e s of f o r e i g n b a n k s in 
I n d o n e s i a , f o r e i g n b a n k s had b e e n involved in one w a y or a n o t h e r 
in the n e g o t i a t i o n of f o r e i g n l o a n s and f o r e i g n d i r e c t 
i n v e s t m e n t . 
D e v e l o p m e n t b a n k s c o n s i s t of o n e s t a t e - o w n e d b a n k , 27 
d e v e l o p m e n t b a n k s w h i c h a r e e i t h e r d i r e c t l y o w n e d b y local 
a u t h o r i t i e s or. j o i n t l y o w n e d b y local a u t h o r i t i e s and p r i v a t e 
s e c t o r , and o n e p r i v a t e l y - o w n e d b a n k . T h e s e b a n k s c o n c e n t r a t e in 
i n v e s t m e n t l o a n s , and m e d i u m - and l o n g - t e r m l o a n s . The s t a t e -
o w n e d d e v e l o p m e n t bank r a i s e s f u n d s b y a c c e p t i n g d e m a n d and t i m e 
d e p o s i t s , and b o r r o w i n g from B a n k I n d o n e s i a , t h e g o v e r n m e n t , and 
f o r e i g n l o n g - t e r m s o u r c e s of f u n d s . T h e local d e v e l o p m e n t b a n k s 
a r e a l l o w e d to issue time and s a v i n g s d e p o s i t s . T h e y m a y a l s o 
h a v e r e f i n a n c i n g a r r a n g e m e n t w i t h the s t a t e - o w n e d d e v e l o p m e n t 
b a n k . 
T h e s a v i n g s b a n k s i n c l u d e o n e s t a t e - o w n e d b a n k and four 
p r i v a t e l y o w n e d b a n k s . The s t a t e - o w n e d s a v i n g s bank m o b i l i z e s 
d e p o s i t s t h r o u g h the p o s t o f f i c e n e t w o r k . T h e s e s a v i n g s a r e used 
to m e e t the c r e d i t r e q u i r e m e n t s of l o w - i n c o m e s e c t o r s . 
The I n d o n e s i a n g o v e r n m e n t h a s e q u i t y p a r t i c i p a t i o n in 
s e v e r a l n o n b a n k f i n a n c i a l i n t e r m e d i a r i e s . I n t e r e s t i n g l y , f o r e i g n 
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i n s t i t u t i o n s h a v e m i n o r i t y p a r t i c i p a t i o n in a l m o s t all of the 12 
n o n b a n k f i n a n c i a l i n t e r m e d i a r i e s j C o l e and S l a d e (1990) d e s c r i b e 
the a c t i v i t i e s of n o n b a n k f i n a n c i a l i n t e r m e d i a r i e s as f o l l o w s : 
" t h e y d e a l in f o r e i g n e x c h a n g e , c o m m e r c i a l p a p e r , 
l o n g - t e r m s t o c k s and b o n d s , SBIs and S B P U s , and 
C D s , as w e l l as in m a n y b a n k i n g o p e r a t i o n s . They 
s e r v e as ' a g e n t s ' for S t a t e - o w n e d bank p u r c h a s e s 
of SBIs and as " m a r k e t m a k e r s " in the SBI m a r k e t . " 
(p. 2 5 ) . 5 / 
B . M A L A Y S I A 
T a b l e 5 shows the f i n a n c i a l s y s t e m of M a l a y s i a . In t e r m s of 
a s s e t s , the b a n k i n g i n s t i t u t i o n s h a v e d o m i n a t e d the s y s t e m . 6/ 
The b a n k i n g s y s t e m c o n s i s t s of c o m m e r c i a l b a n k s , f i n a n c e 
c o m p a n i e s , m e r c h a n t b a n k s , d i s c o u n t h o u s e s and a S p e c i a l i z e d 
c o m m e r c i a l bank that o f f e r s c o m m e r c i a l b a n k i n g s e r v i d e s b a s e d on 
I s l a m i c p r i n c i p l e s . P a r t i c i p a t i o n of b r a n c h e s of f o r e i g n b a n k s 
in the M a l a y s i a n b a n k i n g s y s t e m is q u i t e s u b s t a n t i a l . 
C o m m e r c i a l b a n k s in M a l a y s i a c a r r y the u s u a l c o m m e r c i a l 
b a n k i n g f u n c t i o n s in b o t h the l i a b i l i t y and the a s s e t s i d e s . 
T h e y a r e the o n l y o n e s l i c e n s e d as full trading and c h e q u e - p a y i n g 
b a n k s (Lin et a l . 1990) . T h e y a r e also a l l o w e d to d e a l in 
f o r e i g n e x c h a n g e and to offer a v a r i e t y of f e e - b a s e d s e r v i c e s . 
T h e y m a y invest in s h a r e s of p u b l i c and p r i v a t e c o m p a n i e s up to 
50 p e r c e n t of their c a p i t a l b a s e . The m o s t i m p o r t a n t r e s t r i c t i o n 
in their l i a b i l i t y - s i d e is that they are not a l l o w e d to a c c e p t 
d e p o s i t s of less than o n e - m o n t h m a t u r i t y . 
F i n a n c e c o m p a n i e s cater to the m e d i u m - and l o n g - t e r m 
m a r k e t s . T h e y are a l l o w e d to a c c e p t s a v i n g s and fixed d e p o s i t s 
of t h r e e - m o n t h m a t u r i t y or m o r e b u t n o t d e m a n d d e p o s i t s . T h e y 
are not p e r m i t t e d to d e a l in f o r e i g n e x c h a n g e nor g r a n t loans in 
the form of o v e r d r a f t s . Their loans a r e m o s t l y of l o n g - t e r m 
m a t u r i t y . 
M e r c h a n t b a n k s o p e r a t e in b o t h the: c a p i t a l and m o n e y 
m a r k e t s . In the c a p i t a l m a r k e t s , t h e y p r o v i d e u n d e r w r i t i n g 
f a c i l i t i e s , c o r p o r a t e f i n a n c i n g , f i n a n c i a l i n v e s t m e n t , m a n a g e m e n t 
a d v i c e and p o r t f o l i o i n v e s t m e n t m a n a g e m e n t . In the m o n e y 
m a r k e t s , they e n g a g e in the trading of m o n e y m a r k e t i n s t r u m e n t s . 
~ SBI s t a n d s for S e r t i f i c a t Bank I n d o n e s i a , a d i s c o u n t b i l l , 
w h i c h is a l i a b i l i t y of Bank I n d o n e s i a . SBPU s t a n d s for S u r a t 
B e r h a r g a Pasar U a n g , w h i c h is a n o t h e r i n s t r u m e n t used in the open 
m a r k e t o p e r a t i o n s of B a n k I n d o n e s i a . 
6/ 
A s of 14 A u g u s t 1 9 9 0 , the e x c h a n g e rate w a s M$2.7tf per 
U S $ 1 . 
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T a b l e 5 
T H E F I N A N C I A L S Y S T E M IN M A L A Y S I A , 1 9 8 8 
j. 
N u m b e r o f 
T y p e o f I n s t i t u t i o n s 
H e a d A s s e t s 
O f f i c e s < M « M ) 7. 
I . B A N K I N S I N S T I T U T I O N S 
C o m m e r c i a l B a n k s 3 8 9 3 , 0 2 1 3 1 . 8 7 
D o m e s t i c 2 2 6 9 , 5 0 0 2 3 . 8 1 
F o r e i g n 1 6 2 3 , 5 2 1 8 . 0 6 
I s l a m i c B a n k 1 1 , 4 2 9 0 . 4 9 
F i n a n c e 4 7 2 4 , 2 8 3 8 . 3 2 
M e r c h a n t B a n k s 1 2 7 , 0 2 6 2 . 4 1 
D i s c o u n t H o u s e s 7 2 , 2 1 1 0 . 7 6 
T O T A L 1 4 3 2 2 0 , 9 9 1 7 5 . 7 1 
I I . N Q N B A N K F I N A N C I A L I N T E R M E D I A R I E S 
D e v e l o p m e n t F i n a n c e I n s t i t u t i o n s 7 3 , 5 0 0 1 . 2 0 
S a v i n g s I n s t i t u t i o n s 1 4 2 , 4 8 7 0 . 8 5 
P r o v i d e n t P e n s i o n F u n d s 1/ 1 0 4 7 , 4 9 0 1 6 . 2 7 
I n s u r a n c e C o m p a n i e s 1 0 5 7 , 0 1 1 2 . 4 0 
O t h e r F i n a n c i a l I n t e r m e d i a r i e s 1/ 7 1 0 , 4 0 1 3 . 5 6 
T O T A L 1 4 3 7 0 , 8 8 9 2 4 . 2 9 
= = = S3SSSSSS — — — 
G R A N D T O T A L 2 8 6 2 9 1 , 8 8 0 1 0 0 . 0 0 
1/ O n l y s i x l a r g e o n e s a r e i n c l u d e d . 
S o u r c e s L i n , S e e - Y a n e t a l . " R e g i o n a l R e s e a r c h P r o j e c t : S t u d y o f 
M o n e y M a r k e t s in A s i a . " U n p u b l i s h e d ( 1 9 9 0 ) . 
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M e r c h a n t b a n k s a r e a l l o w e d to a c c e p t o n l y large term d e p o s i t s 
from f i n a n c i a l i n s t i t u t i o n s (not less than M $ 2 5 0 , 0 0 0 per 
d e p o s i t ) , c o r p o r a t i o n s (not less than M $ 1 M per d e p o s i t ) , and 
f o r e i g n c u r r e n c y d e p o s i t s from n o n r e s i d e n t s (not less than 
M $ 2 5 0 , 0 0 0 per d e p o s i t ) . 
D i s c o u n t h o u s e s o p e r a t e m a i n l y in the m o n e y m a r k e t s . They 
a r e p e r m i t t e d to a c c e p t f u n d s at c a l l or s h o r t - t e r m d e p o s i t s of 
u p to t h r e e m o n t h s w i t h a m i n i m u m d e n o m i n a t i o n of M $ 5 0 , 0 0 0 from 
f i n a n c i a l i n s t i t u t i o n s , c o r p o r a t i o n s , F e d e r a l , S t a t e , and local 
g o v e r n m e n t s . T h u s , t h e y p r o v i d e t h o s e w i t h t e m p o r a r y s u r p l u s 
f u n d s w i t h an a l t e r n a t i v e i n v e s t m e n t o u t l e t . T h e f u n d s t h e y 
r a i s e d a r e m a i n l y i n v e s t e d in g o v e r n m e n t s e c u r i t i e s . T h e y a r e 
n o t a l l o w e d to lend to the p u b l i c . 
C . T H E P H I L I P P I N E S 
T h e s t r u c t u r e of the P h i l i p p i n e f i n a n c i a l s y s t e m is n o t 
e n t i r e l y d i f f e r e n t from the r e s t of A S E A N c o u n t r i e s . The 
f i n a n c i a l i n s t i t u t i o n s m a y b e g r o u p e d into b a n k i n g a n d n o n -
b a n k i n g f i n a n c i a l i n s t i t u t i o n s , w i t h the former d o m i n a t i n g the 
s y s t e m in t e r m s of a s s e t s (see T a b l e 6 ) . 7/ The G o v e r n m e n t ' s 
p r e s e n c e in b o t h c a t e g o r i e s is s u b s t a n t i a l . F o r e i g n 
p a r t i c i p a t i o n in the b a n k i n g s y s t e m is a l s o s i g n i f i c a n t . Like 
the r e s t of the A S E A N c o u n t r i e s , the P h i l i p p i n e s is a l s o m o v i n g 
t o w a r d s u n i v e r s a l b a n k i n g and the r e d u c t i o n in the 
d i f f e r e n t i a t i o n a m o n g d i f f e r e n t t y p e s of b a n k c a t e g o r i e s . T a b l e 
7 g i v e s a s u m m a r y of the a u t h o r i z e d a c t i v i t i e s of v a r i o u s bank 
c a t e g o r i e s in the P h i l i p p i n e s . L e a s i n g is the o n l y a c t i v i t y that 
is a b s o l u t e l y n o t a l l o w e d to u n i v e r s a l and o r d i n a r y c o m m e r c i a l 
b a n k s . On the o t h e r h a n d , other t y p e s of b a n k s ipay n o w o b t a i n 
a u t h o r i t y to p e r f o r m f u n c t i o n s that used to be r e s e r v e d o n l y to 
c o m m e r c i a l b a n k s p r o v i d e d they m e e t c e r t a i n c r i t e r i a , like 
m i n i m u m c a p i t a l r e q u i r e m e n t . 
The P h i l i p p i n e s h a s an o f f s h o r e b a n k i n g s y s t e m w h i c h is 
p a t t e r n e d after S i n g a p o r e ' s . T h e r e w e r e 21 o f f s h o r e b a n k i n g 
u n i t s (OBUs) as of D e c e m b e r 1988 w i t h t o t a l a s s e t s of U S $ 2 . 7 B . 
T h i s d o e s n o t c o m p a r e w i t h t h o s e in S i n g a p o r e . O B U s m a y u s e a n y 
c u r r e n c y , e x c e p t d o m e s t i c c u r r e n c y , in their t r a n s a c t i o n s . T h u s , 
t h e y do n o t h a v e s w a p f a c i l i t i e s . T h e y c a n n o t a c c e p t d e p o s i t s 
in f o r e i g n c u r r e n c y less than U S $ 5 0 , 0 0 0 . The p u r p o s e of 
e s t a b l i s h i n g O B U s w a s to i n c r e a s e l o c a l r e s i d e n t s ' a c c e s s to 
f o r e i g n c u r r e n c y f u n d s . T h i s m a y h a v e b e e n a t t a i n e d as s u g g e s t e d 
b y the d a t a in T a b l e 8 , w h i c h s h o w s t h a t m o s t of the funds o f 
O B U s w e r e lent o n s h o r e . 
R e c e n t l y , the P h i l i p p i n e c o m m e r c i a l b a n k s h a v e b e e n v e r y 
a c t i v e in their o f f - b a l a n c e s h e e t a c t i v i t i e s . T h e s e a r e 
V 
A s of 14 A u g u s t 1 9 9 0 , the e x c h a n g e rate was- P 2 4 . 2 0 per 
U S $ 1 . 
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T a b l e 6 
THE P H I L I P P I N E F I N A N C I A L S Y S T E M 
(As of D e c e m b e r 3 1 , 1988) 
N u m b e r of 
Head A m o u n t % 
O f f i c e s .(* B) 
B A N K I N G S Y S T E M 982 3 6 0 . 1 72.0 
= = = = = = = 
C o m m e r c i a l B a n k s 29 299.3 59.8 
- P r i v a t e 24 224.6 44.9 
- G o v e r n m e n t 1 38.8 7.8 
- F o r e i g n 4 35.9 7.2 
T h r i f t B a n k s 110 24.9 5.0 
- S a v i n g s & m o r t g a y e b a n k s 8 14.2 2.8 
- P r i v a t e d e v e l o p m e n t b a n k s 41 6.7 1.3 
- S t o c k s a v i n g s & loan a s s o c i a t i o n s 61 4.0 0.8 
R u r a l B a n k s 840 10.7 2.1 
S p e c i a l i z e d G o v e r n m e n t B a n k s 3 25.2 5.0 
N O N B A N K F I N A N C I A L I N T E R M E D I A R I E S 2,766 140.2 28.0 
I n s u r a n c e C o m p a n i e s 135 98.3 19.6 
- G o v e r n m e n t 4 68.6 13.7 
- P r i v a t e 131 29.7 5.9 
I n v e s t m e n t I n s t i t u t i o n s 233 21.4 4.3 
- F i n a n c i n g c o m p a n i e s 143 7.4 1.5 
- I n v e s t m e n t c o m p a n i e s 75 5.6 1.1 
- I n v e s t m e n t h o u s e s 15 8.4 1.7 
T r u s t O p e r a t i o n s (fund m a n a g e r s ) 12 1.8 0.4 
Other F i n a n c i a l I n t e r m e d i a r i e s 2,386 18.7 3.7 
T T A L 3,758 500.3 100.0 
S o u r c e s : P h i l i p p i n e F i n a n c i a l F a c t Book (1988); 
I n s u r a n c e C o m m i s s i o n (for d a t a on i n s u r a n c e 
c o m p a n i e s in 1 9 8 8 ) ; and 
G o v e r n m e n t C o r p o r a t e M o n i t o r i n g and C o o r d i n a t i n g 
C o m m i t t e e , for the a s s e t s of S o c i a l S e c u r i t y S y s t e m and 
G o v e r n m e n t S e r v i c e I n s u r a n c e S y s t e m in 1 9 8 8 . 
Table 7 
AUTHORIZED ACTIVITIES OF VARIOUS BANK CATE60RIES IN THE PHILIPPINES 
BASED ON THE AMENDED BANKING LANS 
(1) (2) (3) 
Thrift Banks 
Expanded Coaaercial Banks . Rural 
Authorized Coaaercial (KBs) Savings & Private Savings Banks 
Activities Banks Mortgage Dev. and Loan 
(Unibank) Domestic Foreign Banks Banks Association 
A. Coaaercial Banking 
Services 
1. Accept deposits 1. 1 1 1 1 1 
2. Issue LCs and 
accept drafts 1 1 1 a / 1 a/ 1 a/ 1 
3. Discounting of 
proaissory notes 
and coaaercial 
papers 1 1 1 1 1 1 
4. Foreign exchange 
transactions 1 1 1 11 11 11 
S. Lend aoney 
against security 1 1 1 1 1 1 
B. Nationwide Branching 
Operations 1 1 1 1 1 1 
C. Equity Investments in 
Allied Undertakings 11 11 11 11 11 11 
D. Equity Investments in 
Non-allied Undertakings 1 * t * t * 
E. Trust Operation 11 11 11 U 11 U 
F. Issue Real Estate and 
Chattel Mortgage, 
Bonds Buy and Sell 
These for its Otin 
Account, Accept/ 
Receive in Payaent or 
as Anortization of 
Loan 1 1 1 1 1 1 
6. Direct Borrowing 
with Central Bank 1 1 1 1 1. 1 
Table 7 (cont'd) 
(1) (2) (3) 
Thrift Banks 
Expanded Commercial Banks Rural 
Authorized Couercial (KBs) Savings ft Private Savings Banks 
Activities Banks Mortgage Dev. and Loan 
(Unibank) Domestic Foreign Banks Banks Association 
H. Activities of an 
Investaent House 
1. Securities 
undemriting 1 * t » « 1 t 
2. Syndication 
activities 1 1 1 1 1 1 
3. Business develop-
ment and project 
implementation 1 1 1 1 1 1 1 
4. Financial consult-
ancy and Investment 1 1 1 1 1 1 1 
5. Mergers and 
consolidation 1 1 1 1 1 1 
6. Research and studies 1 1 1 1 1 1 1 
7, Lease real and/or 
personal properties » t t 1 ) « 1 
I. Money Market Operation 1 b/ 1 b / 1 b / 1 1/ t b / t b/ t b/ 
I - Authorized activities 
II - Authorized but subjected to aonetary board approval 
t - Not authorized/prohibited 
a/ Liaited only to doaestic LCs and drafts, 
b/ The lending side aay be done by all banks Nithout 
The borrowing side (quasi-banking) aay be exercis 
CB approval for all banks. 
Source: Laaberte, Hario B. "The Financial Systea of the Operations and Problems.' 
Unpublished (July 1998). 
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T a b l e 8 
P H I L I P P I N E O F F S H O R E B A N K I N G S Y S T E M 
S T A T E M E N T OF A S S E T S AND L I A B I L I T I E S , S E P T E M B E R 1989 
Items OS$ (Million) 
A S S E T S 
N o t e s and C o i n s on Hand 0 
Due from B a n k s 1,506 
- Outs'.de the P h i l i p p i n e s 359 
- In the P h i l i p p i n e s 1,147 
L o a n s and D i s c o u n t s to C u s t o m e r s 
O ther than B a n k s 1,096 
- N o n r e s i d e n t s 115 
- R e s i d e n t s 981 
P u b l i c Sector 481 
P r i v a t e Sector 500 
B i l l s D i s c o u n t e d / P u r c h a s e d 1 
- N o n r e s i d e n t s 0 
- R e s i d e n t s 1 
I n v e s t m e n t in B o n d s and Other S e c u r i t i e s 28 
- N o n r e s i d e n t s 20 
- R e s i d e n t s 8 
A l l Other A s s e t s 86 
- I n t e r e s t R e c e i v a b l e 40 
N o n r e s i d e n t s 8 
R e s i d e n t s 32 
- Other A s s e t s in the P h i l i p p i n e s 45 
- other A s s e t s O u t s i d e the P h i l i p p i n e s 1 
T o t a l A s s e t s 2,717 
L e s s : A l l o w a n c e for P r o b a b l e L o s s e s 20 
T o t a l A s s e t s After A l l o w a n c e for L o s s e s 2,697 
L I A B I L I T I E S 
D e p o s i t of N o n r e s i d e n t s Other than B a n k s 40 
Due to B a n k s 2,554 
O u t s i d e the P h i l i p p i n e s 2,205 
In the P h i l i p p i n e s 349 
Other L i a b i l i t i e s 103 
I n t e r e s t P a y a b l e 37 
N o n r e s i d e n t s 33 
R e s i d e n t s 4 
In the P h i l i p p i n e s 31 
O u t s i d e the P h i l i p p i n e s 35 
T o t a l L i a b i l i t i e s 2,697 
S o u r c e : F o r e i g n E x c h a n g e R e g u l a t i o n s D e p a r t m e n t , 
C e n t r a l Bank of the P h i l i p p i n e s . 
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a c t i v i t i e s that g e n e r a t e income for b a n k s w i t h o u t e x p a n d i n g the 
a s s e t p o r t i o n of their s t a n d a r d b a l a n c e s h e e t . T a b l e 9 s h o w s the 
p h e n o m e n a l g r o w t h of t h e s e a c t i v i t i e s among u n i v e r s a l and 
c o m m e r c i a l b a n k s . 
D . S I N G A P O R E 
S i n g a p o r e h a s the l a r g e s t and m o s t s o p h i s t i c a t e d f i n a n c i a l 
s y s t e m in the ASEAN r e g i o n . It is c o n s i d e r e d as the fifth 
l a r g e s t f o r e i g n e x c h a n g e c e n t e r in the w o r l d today (Ariff et a l . 
1 9 9 0 ) . Its f i n a n c i a l s y s t e m c o n s i s t s of c o m m e r c i a l b a n k s , 
m e r c h a n t b a n k s , f i n a n c e c o m p a n i e s , n a t i o n a l s a v i n g s b a n k , 
d i s c o u n t h o u s e s and i n t e r n a t i o n a l m o n e y b r o k e r s (see T a b l e s 10 
and 1 1 ) . 8/ G i v e n its h i g h l y open p o l i c y and l i b e r a l e x c h a n g e 
r a t e p o l i c y , the n u m b e r of foreign b a n k s i n c r e a s e d t r e m e n d o u s l y 
and h a s m a d e a v e r y s i g n i f i c a n t c o n t r i b u t i o n to its f i n a n c i a l 
s y s t e m . All c o m m e r c i a l b a n k s m a y o b t a i n from the m o n e t a r y 
a u t h o r i t i e s an a u t h o r i t y to t r a n s a c t in the A s i a n D o l l a r M a r k e t . 
T h e y a r e , h o w e v e r , d i s t i n g u i s h e d by the e x t e n t of their d o m e s t i c 
b a n k i n g b u s i n e s s p e r m i t t e d b y the m o n e t a r y a u t h o r i t i e s . Both 
foreign and local f u l l _ l i c e n s e b a n k s are a u t h o r i z e d to e n g a g e in 
the e n t i c e r a n g e of d o m e s t i c b a n k i n g b u s i n e s s . R e s t r i c t e d 
license b a n k s can p e r f o r m d o m e s t i c b a n k i n g f u n c t i o n s , b u t they 
are not p e r m i t t e d to a c c e p t s a v i n g s and fixed d e p o s i t s b e l o w 
S $ 2 5 0 , 0 0 0 from the n o n b a n k p u b l i c . The o f f s h o r e l i c e n s e b a n k s 
are a u t h o r i z e d to e n g a g e in a n y t r a n s a c t i o n s with n o n r e s i d e n t ^ 
e x c e p t that they c a n n o t a c c e p t d e p o s i t s in a n y c u r r e n c y or fixed 
d e p o s i t s b e l o w S $ 2 5 0 , 0 0 0 . A l s o , they are n o t a l l o w e d to a c c e p t 
any i n t e r e s t b e a r i n g d e p o s i t s from r e s i d e n t n o n b a n k c u s t o m e r s nor 
lend to them in e x c e s s . o f S$50 M (Tyabji 1 9 8 9 ) . This h a s m a d e 
o f f s h o r e b a n k s in S i n g a p o r e r e g i o n a l l y and i n t e r n a t i o n a l l y 
o r i e n t e d . 9/ This is s u p p o r t e d by the data in T a b l e 1 2 . T h e 
s h a r e s of the items " a m o u n t d u e to and from b a n k s " are 
s i g n i f i c a n t l y h i g h in the c a s e of c o m m e r c i a l b a n k s w i t h A s i a n 
C u r r e n c y U n i t s . 
M e r c h a n t b a n k s in S i n g a p o r e are s i m i l a r in n a t u r e to the 
m e r c h a n t b a n k s of M a l a y s i a . T h e y are a c t i v e in b o t h the m o n e y 
and c a p i t a l m a r k e t s . T h e y are not p e r m i t t e d to a c c e p t d e p o s i t s 
from the p u b l i c . B u t t h e y m a y s o u r c e f u n d s from the b a n k and m a y 
p a r t i c i p a t e in the f o r e i g n e x c h a n g e m a r k e t witn the a p p r o v a l of 
the m o n e t a r y a u t h o r i t i e s . The data in T a b l e 11 s u g g e s t that 
m e r c h a n t b a n k s in S i n g a p o r e are s i g n i f i c a n t l y a c t i v e 
p a r t i c i p a n t s in the A s i a n D o l l a r M a r k e t , 
8/ 
D i s c o u n t h o u s e s w e r e d i s c o n t i n u e d in 1 9 8 6 . A s of 14 
A u g u s t 1 9 9 0 , the e x c h a n g e r a t e w a s S$1.80 per U S $ 1 . 
y 
In c o n t r a s t , the P h i l i p p i n e o f f s h o r e b a n k s h a v e b e e n m a d e 
d o m e s t i c a l l y o r i e n t e d . 
T a b l e 9 
T R U S T A N D F U N D S M A N A G E M E N T A S S E T S 
OF C O M M E R C I A L B A N K S IN T H E PHILIPPINElS 
(In *M) 
Year 
F u n d s 
T r u s t M a n a g e m e n t 
A s s e t s A s s e t s T o t a l 
1984 11,260 
1985 1 5 , 4 5 3 
1986 2 2 , 4 5 7 
1987 2 1 , 6 0 2 
1988 2 7 , 5 7 5 
A v e . G r o w t h Rate (%) 26.7 
6,837 
£,484 





2 6 , 9 3 7 
33,852 
3 8 , 2 5 9 
51,199 
30.4 
S o u r c e : C e n t r a l B a n k of the P h i l i p p i n e s . 
T a b l e 10 
M O N E Y M A R K E T I N S T I T U T I O N S IN S I N G A P O R E , 1 9 8 8 
N u m b e r of 
H e a d 
O f f i c e s 
C o m m e r c i a l B a n k s 
L o c a l F u l l L i c e n s e B a n k s 1 3 
F o r e i g n 1 2 1 
F u l l L i c e n s e B a n k s 2 2 
R e s t r i c t e d B a n k s 14 
O f f s h o r e B a n k s 8 5 
I , 
Asj,an C u r r e n c y U n i t s ( A C U s ) 1 8 7 
M e r c h a n t B a n k s 6 3 
F i n a n c e C o m p a n i e s 3 1 
N a t i o n a l S a v i n g B a n k ( P O S B ) 1 
D i s c o u n t H o u s e s -
I n t e r n a t i o n a l M o n e y B r o k e r s 8 
S o u r c e : A r i f f , M . , B . K a p u r , a n d A . i T y a b j i . 
" M o n e y M a r k e t S t u d y : S i n g a p o r e . " 
U n p u b l i s h e d ( 1 9 9 0 ) . 
T a b l e 11 
A S S E T S O F M O N E Y M A R K E T I N S T I T U T I O N S 
IN S I N G A P O R E , 1 9 8 8 
B A N K T Y P E S * M 
C o m m e r c i a l B a n k s 
D o m e s t i c O p e r a t i o n s 9 6 , 4 4 1 
D o m e s t i c a n d O f f s h o r e 5 8 6 , 2 1 5 
M e r c h a n t B a n k s 
D o m e s t i c O p e r a t i o n s 1/ 8 , 2 7 4 
D o m e s t i c a n d O f f s h o r e 3 6 , 9 4 2 
F i n a n c e C o m p a n i e s 8 , 4 7 9 
D i s c o u n t H o u s e s 2/ 2 , 4 5 8 
N a t i o n a l S a v i n g s B a n k 3/ 1 2 , 2 6 2 
T O T A L 6 4 6 , 3 3 8 
1/ F i g u r e s d o n o t r e f l e c t c o r p o r a t e f i n a n -
c i a l a d v i s o r y s e r v i c e s , u n d e r w r i t i n g 
a n d o p e r a t i o n s in t h e g o l d m a r k e t . 
2/ D i s c o u n t h o u s e s M e r e d i s c o u n t i n u e d in 
1 9 8 6 . 
3/ T o t a l d e p o s i t o r s ' b a l a n c e s . 
S o u r c e : A r i f f , M . , B . K . K a p u r , a n d A . T y a b j i . 
" M o n e y M a r k e t s S t u d y : S i n g a p o r e . " 
U n p u b l i s h e d ( 1 9 9 0 ) . 
Table 12 
SINGAPORE CQHHERCIAL BANKS: ASSETS AND LIABILITIES, 1988 
(In St H) 
Excluding ACUs Including ACUs 
I teas 
Aaount X Aiiount I 
Assets 
Cash on Hand 568 0.6 590 0.1 
Balances with NAS 2,371 2.5 2,371 0.4 
fiiount Due froa Banks 38,148 39.6 380,953 65.0 
Honey at Call with Discount Houses - - • - -
St NCDS Held J46 0.2 2,660 0.5 
Investaents in Securities 
and Equities 9,053 9.4 25,616 4.4 
Loans and Advances (Including Bills) 41,849 43.4 160,293 27.3 
Other Assets 4,307 4.5 13,731 2.3 
Total Assets 96,441 100.0 586,215 100.0 
Liabilities 
Capital and Reserves 6,760 7.0 8,058 1.4 
Deposits of Nonbank Custoaers 42,475 44.0 125,469 21.4 
St NCDs Issued 1/ 993 1.0 5,106 0.9 
Aeount Due to Banks 39,328 40.8 427,544 72.9 
Other Liabilities 6,886 7.1 20,037 3.4 
Total Liabilities 96,441 1M.0 586,215 100.0 
1/ Singapore dollar negotiable certificates of deposits (St NCDs) Here 
first issued by banks in Hay 1973, 
Source: N. Ariff, B.K. Kapur, and A. Tyabji. 'Honey Harkets Study: Singapore.' 
Unpublished (1990) 
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F i n a n c e c o m p a n i e s in S i n g a p o r e h a v e limited b a n k i n g 
f u n c t i o n s . A l t h o u g h t h e y are p e r m i t t e d to a c c e p t s a v i n g s and 
time d e p o s i t s and g r a n t l o a n s to bank and n o n b a n k e n t i t i e s , they 
do n o t h a v e c u r r e n t a c c o u n t f a c i l i t i e s . A l s o , they c a n n o t d e a l 
in gold and f o r e i g n c u r r e n c y . 
The Post O f f i c e S a v i n g s Bank ( P O S B ) , a g o v e r n m e n t - o w n e d 
s a v i n g s i n s t i t u t i o n , is v e r y m u c h a c t i v e in the d e p o s i t m a r k e t . 
It nas 137 b r a n c h e s . It h a s c u r r e n t a c c o u n t s and s a v i n g s d e p o s i t 
f a c i l i t i e s . It is n o t , h o w e v e r , p e r m i t t e d to a c c e p t c o r p o r a t e 
d e p o s i t s , f i n a n c e f o r e i g n trade and e n g a g e in f o r e i g n e x c h a n g e 
t r a n s a c t i o n s . It m a y lend to b a n k i n g and n o n b a n k i n g 
i n s t i t u t i o n s . L a t e l y , it has b e c o m e a s i g n i f i c a n t p l a y e r in the 
m o n e y m a r k e t of S i n g a p o r e . 
E . T H A I L A N D 
T a b l e 13 s h o w s the f i n a n c i a l s y s t e m in T h a i l a n d . Like other 
A S E A N c o u n t r i e s , the b a n k i n g s y s t e m h a s d o m i n a t e d the f i n a n c i a l 
s y s t e m in t e r m s of a s s e t s . 10/ Its b a n k i n g s y s t e m is c o m p o s e d of 
30 c o m m e r c i a l b a n k s , of w h i c h 16 are d o m e s t i c and 14 are b r a n c h e s 
of f o r e i g n b a n k s , and t h r e e s p e c i a l i z e d g o v e r n m e n t - o w n e d b a n k s . 
Of tne 16 d o m e s t i c b a n k s , o n l y one bank (the second l a r g e s t b a n k ) 
is o w n e d b y the Thai g o v e r n m e n t . 
The a c t i v i t i e s of the six t y p e s of f i n a n c i a l i n s t i t u t i o n s in 
T h a i l a n d a r e s u m m a r i z e d in T a b l e 1 4 . C o m m e r c i a l b a n k s m o b i l i z e 
f u n d s b y a c c e p t i n g d e m a n d , s a v i n g s , and time d e p o s i t s , and b y 
b o r r o w i n g frdm d o m e s t i c and f o r e i g n s o u r c e s . L e n d i n g in the form 
of o v e r d r a f t s used to b e .the m o s t p o p u l a r a c t i v i t y a m o n g 
c o m m e r c i a l b a n k s in T h a i l a n d . 11/ In the r e c e n t p a s t , h o w e v e r , 
l o a n s and b i l l s d i s c o u n t e d , h a v e i n c r e a s i n g l y b e c b m e i m p o r t a n t 
a c t i v i t i e s of c o m m e r c i a l b a n k s . R e c e n t l y , c o m m e r c i a l b a n k s h a v e 
b e e n p e r m i t t e d to d e a l in foreign e x c h a n g e and u n d e r t a k e s e v e r a l 
f e e - b a s e d a c t i v i t i e s , such as loan s y n d i c a t i o n , c o n s u l t a n c y 
s e r v i c e for m e r g e r and a c q u i s i t i o n , issuing c r e d i t c a r d s , issuing 
L / C s , b i l l c o l L e c t i n g for g o v e r n m e n t a g e n c i e s , e t c . L o c a l 
c o r p o r a t e u n d e r w r i t i n g , stock b r o k i n g , l e a s i n g , t r u s t b u s i n e s s , 
and m a n a g e m e n t of p r o v i d e n t f u n d s are not a l l o w e d to t h e m . The 
s h a r e of i n c o m e from f e e - b a s e d s e r v i c e s in the t o t a l i n c o m e of 
c o m m e r c i a l b a n k s h a s s i g n i f i c a n t l y i n c r e a s e d from 5.6 p e r c e n t in 
1983 to 10 p e r c e n t in 1 9 8 7 . T h a i l a n d s t i l l m a i n t a i n s c e i l i n g s on 
i n t e r e s t rate on loans and d e p o s i t s . 
W e m u s t u n d e r s c o r e at this p o i n t the i n c r e a s i n g inter-
n a t i o n a l i z a t i o n of b a n k i n g in the A S E A N r e g i o n . It c o m e s in two 
10/ 
A s of 14 A u g u s t 1 9 9 0 , the e x c h a n g e rate w a s B a h t 2 5 . 5 7 per 
U S $ 1 . 
1 1 / 
N o t e that o v e r d r a f t s a r e not a l l o w e d a n y m o r e in the 
P h i l i p p i n e s . 
T a b l e 1 3 
F I N A N C I A L S Y S T E M IN T H A I L A N D , 1 9 8 8 
N u m b e r of 
H e a d A s s e t s 
T y p e of F i n a n c i a l I n s t i t u t i o n s O f f i c e s ( M i l l i o n B a h t s ) V. 
I . B A N K I N G S Y S T E M 
C o m m e r c i a l B a n k s 3 0 1 , 5 9 6 , 7 8 0 7 6 . 6 8 
D o m e s t i c 16 1 , 5 1 3 , 7 9 5 7 2 . 7 0 
F o r e i g n 14 8 2 , 9 8 5 3 . 9 9 
G o v e r n m e n t S a v i n g s B a n k 1 1 2 4 , 2 7 3 5 . 9 7 
G o v e r n m e n t H o u s i n g B a n k 1 1 9 , 5 2 4 0 . 9 4 
B a n k f o r A g r i c u l t u r e 
a n d A g r i c u l t u r a l , C o o p e r a t i v e s 1 3 7 , 3 2 6 1 . 7 9 
T O T A L 6 3 1 , 7 7 7 , 9 0 3 8 5 . 3 8 
9 . 4 0 
I I . N o n b a n k F i n a n c i a l I n t e r m e d i a r i e s 
F i n a n c e a n d S e c u r i t i e s C o m p a n i e s 9 4 1 9 5 , 6 8 7 
C r e d i t F o n c i e r C o m p a n i e s 19 3 , 9 1 8 0 . 1 9 
A g r i c u l t u r a l C o o p e r a t i v e s 1 , 2 5 1 1 3 , 9 5 9 0 . 6 7 
S a v i n g s C o o p e r a t i v e s 7 8 5 3 0 , 8 9 8 1 . 4 8 
L i f e I n s u r a n c e C o m p a n i e s 12 2 9 , 2 5 7 1 . 4 1 
P a w n s h o p s 3 3 8 6 , 5 0 5 0 . 3 1 
I n d u s t r i a l F i n a n c e C o r p o r a t i o n 
of T h a i l a n d 1 2 4 , 1 0 5 1 . 1 6 
S m a l l I n d u s t r i e s F i n a n c e O f f i c e 1 7 8 0 . 0 0 
T O T A L 2 , 5 0 1 3 0 4 , 4 0 7 1 4 . 6 2 
N D T O T A L 2 , 5 6 4 2 , 0 B 2 , 3 1 0 1 0 0 . 0 0 
S o u r c e : B a n k of T h a i l a n d . " F i n a n c i a l I n s t i t u t i o n s a n d 
M a r k e t in T h a i l a n d . " U n p u b l i s h e d ( D e c e m b e r 1 9 8 9 ) . 
Table 12 
BRIEF PROFILE OF ACTIVITIES OF SIX TYPES OF FINANCIAL INSTITUTIONS IN THAILAND 
{As of 1984) 
SUPERVISES 
INSTITUTIONS ACTIVITY INSTITUTION 
1. (a) Coissercial Banks (i) Mobilize funds by taking Bank of Thailand 
deposits froe the public 
(2) Lending in the forms of loan, 
overdraft and bill discounting 
(3) Investing in securities 
lb) 6ov't. Sayings Bank (1) Mobilize funds by taking Eank of Thailand 
deposits from the public 
(2) Investing in government 
securities 
(3) Lending to the public 
(c) Gov't. Housing Bank (1) Mobilize funds by taking Ministry of. Finance 
deposits from the public 
(2) Lending to the public for 
housing purposes 
(d) Bank for Agriculture (1) Taking deposits fro® the Ministry of Finance 
and Agricultural public 
Cooperatives (BAAC! (2) Lending to farmers and 
agricultural cooperatives 
2. (a) Finance and Secur- (1) Issuing promissory notes Bank of Thailand 
ities Companies (2) Purchasing promissory notes 
(3) Investing in securities 
(b) Credit roncier Co. (1) Mobilize medium-tens funds Ministry of Finance 
(not less than 3 years) from 
the public by issuing promis-
sory notes at minimum amount 
of Baht 1,000 per note 
(2) Lending for housing purpose? 
3. (a) Agricultural Coop. (1) Main sources of funds are Ministry of 
borrowings from BAAC and ®e«- Agriculture and 
bers' subscriptions to Agricultural 
capital account Cooperatives 
(2! Lending directly to their 
members 
(b) Savings Cooperatives (1! Main sources of funds are Ministry of 
paid-up share capita! and Agriculture and 
members' savings Agricultural 
(2) Lending short-term and long- Cooperatives 
term funds to members 




4. Life Insurance Companies (ii Selling life insurance poll- Ministry of Commerce 
ties to the public 
(2) Lending and investing in 
securities 
5. Pawnshops 
6.: (a) Industrial Finance 
Corporation of 
Thailand (IFCT) 
(1) Main sources of funds are Ministry of Interior 
their own savings and borrow-
ings from financial insti-
tutions 
( 2 ) Lending money against a 
variety of articles,'jewelry, 
gold, sachine, electrical 
appliance;, etc. 
(1) Borrowing long-term funds 
from both domestic and 
foreign sources 
(2) Extending medius- and long-
terns credits to industries 
Ministry of finance 
(b) Small Industries 
Finance Office 
Receiving funds appropriated 
fro® the government budget and 
then depositing them with the 
Krung Thai Bant, Krung Thai Bank 
also provides matching amounts to 
SIFO's account-at the ratio of 3 
to 1 - for the purpose of lending 
to small industries 
Ministry of Finance 
and Ministry of 
Industry 
Source: Thailand Development Research Institute (TDRI). "1986 Year-End 
Conference on Financial Resources Management." Unpublished 
(December 1986!. 
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fo c m s . O n e is t h e e x t e n t of p a r t i c i p a t i o n of f o r e i g n b a n k s in 
t h e f i n a n c i a l s y s t e m of A S E A N c o u n t r i e s ; and the o t h e r , t h e 
e x t e n t of p a r t i c i p a t i o n of A S E A N b a n k s in i n t e r n a t i o n a l b a n k i n g . 
T h e s u b s t a n t i a l p h y s i c a l p r e s e n c e of b r a n c h e s of f o r e i g n b a n k s in 
a l l A S E A N c o u n t r i e s h a s " a l r e a d y b e e n n o t e d a b o v e . T h i s d o e s not 
i n c l u d e t h e n u m e r o u s r e p r e s e n t a t i v e o f f i c e s of f o r e i g n b a n k s in 
t h e A S E A N c o u n t r i e s . T h e r e a r e m o r e than 5ia of t h e m in 
I n d o n e s i a , 26 in M a l a y s i a , 19 in t h e P h i l i p p i n e s , 47 in 
S i n g a p o r e , a n d 37 in T h a i l a n d . T o e c o m b i n e d a s s e t s of b r a n c h e s 
of f o r e i g n b a n k s r a n g e f r o m four p e r c e n t to e i g h t p e r c e n t of the 
t o t a l a s s e t s of t h e f i n a n c i a l s y s t e m s in T h a i l a n d , I n d o n e s i a , 
M a l a y s i a a n d the P h i l i p p i n e s . T h i s o b v i o u s l y u n d e r s t a t e s t h e 
e x t e n t of p a r t i c i p a t i o n of f o r e i g n b a n k s in the f i n a n c i a l s y s t e m 
of t h e s e c o u n t r i e s s i n c e a s i d e f r o m d i r e c t l y m o b i l i z i n g d e p o s i t s 
and l e n d i n g to b a n k s a n d n o n b a n k e n t e r p r i s e s , t h e y a l s o 
c o n s t i t u t e i m p o r t a n t l i n k s b e t w e e n t h e A S E A N c o u n t r i e s and 
i n t e r n a t i o n a l f i n a n c i a l m a r k e t s . In S i n g a p o r e , t h e t o t a l a s s e t s 
of f o r e i g n (full and r e s t r i c t e d l i c e n s e ) and o f f s h o r e b a n k s 
a c c o u n t e d for 92 p e r c e n t of t h e t o t a l a s s e t s of its c o m m e r c i a l 
b a n k i n g s y s t e m in 1 9 8 8 . 1 2 / A l t h o u g h t h e P h i l i p p i n e s h a s t h e 
l o w e s t n u m b e r of b r a n c h e s of f o r e i g n b a n k s , 10 o u t of its 24 
d o m e s t i c u n i v e r s a l / c o m m e r c i a l b a n k s h a v e s u b s t a n t i a l f o r e i g n 
e q u i t y p a r t i c i p a t i o n . 
A S E A N b a n k s h a v e a l s o p a r t i c i p a t e d in i n t e r n a t i o n a l b a n k i n g . 
A s s h o w n in T a b l e 1 5 , A S E A N b a n k s h a v e a s i g n i f i c a n t n u m b e r of 
b r a n c h e s a n d s u b s i d i a r i e s in the P a c i f i c r e g i o n . T h i s h a s s h o w n 
to b e i n c r e a s i n g b e t w e e n t h e m i d - 1 9 7 0 s and 1983 a t l e a s t for s o m e 
l a r g e b a n k s (see T a b l e 1 6 ) . A t p r e s e n t , t h e 13 l o c a l f u l l 
l i c e n s e b a n k s of S i n g a p o r e h a v e a l a r ^ e network, of o v e r s e a s 
off i c e s t h a t i n c l u d e 96 b r a n c h e s , e i g h t , a g e n c i e s , a n d 16 
r e p r e s e n t a t i v e o f f i c e s . T h e T h a i l o c a l b a n k s h a v e 22 b r a n c h e s 
o v e r s e a s . T h e P h i l i p p i n e s h a v e 14 b r a n c h e s , t w o a g e n c i e s , a n d 
e i g h t r e p r e s e n t a t i v e o f f i c e s o v e r s e a s . T h e r e c o r d of intra -ASEAN 
e x c h a n g e of b a n k i n g f a c i l i t i e s is n o t t h a t i m p r e s s i v e , h o w e v e r . . 
T h e r e is m o r e i n t e r a c t i o n b e t w e e n M a l a y s i a a n d S i n g a p o r e than the 
r e s t of ASEAN c o u n t r i e s b e c a u s e of t h e i r s t r o n g h i s t o r i c a l t i e s 
(see T a b l e 1 7 ) . O n e e n c o u r a g i n g n o t e t h o u g h is t h a t e x c e p t for 
B r u n e i , an A S E A N m e m b e r c o u n t r y h a s a t l e a s t o n e b r a n c h b a n k in 
a n o t h e r m e m b e r c o u n t r y . 
A S E A N b a n k s a p p e a r to be a c t i v e p a r t i c i p a n t s in the 
i n t e r n a t i o n a l I n t e r b a n k m a r k e t (see T a b l e 1 8 ) . I n d o n e s i a , 
M a l a y s i a a n d T h a i l a n d w e r e n e t l e n d e r s in this m a r k e t , w h e r e a s 
t h e P h i l i p p i n e s and S i n g a p o r e w e r e n e t b o r r o w e r s . T h e i r n e t 
p o s i t i o n s h a v e i m p r o v e d b e t w e e n 1983 and 1 9 8 8 . A s r e g a r d s c r o s s -
b o r d e r b a n k c r e d i t to n o n b a n k s b y r e s i d e n c e of l e n d i n g b a n k , o n l y 
S i n g a p o r e s h o w e d s i g n i f i c a n t a m o u n t of a c t i v i t y d u e to the 
p r e s e n c e of its o f f s h o r e b a n k i n g s y s t e m t h a t is i n t e r n a t i o n a l l y 
12/ 
S e e T a o l e 2.3 of A r i f f e t a l . 1 9 9 0 . 
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T a b l e 15 
E S T A B L I S H M E N T T R A D E IN F I N A N C I A L S E R V I C E S IN C O U N T R I E S 
OF T H E P A C I F I C R E G I O N 
C o u n t r y 
T o t a l N u m b e r of 
B r a n c h e s a n d S u b -
s i d i a r i e s of A S E A N 
B a n k s in O t h e r 
C o u n t r i e s of t h e 
P a c i f i c R e g i o n 
T o t a l N u m b e r of 
B r a n c h e s a n d S u b -
s i d i a r i e s of B a n k s 
of O t h e r C o u n t r i e s 
in t h e P a c i f i c 
R e g i o n E s t a b l i s h e d 
in A S E A N C o u n t r i e s 
I N D O N E S I A 
M A L A Y S I A 
P H I L I P P I N E S 
S I N G A P O R E 






S o u r c e : K a z u m a s a I w a t a . " L i b e r a l i s a t i o n of T r a d e in 
F i n a n c i a l S e r v i c e s . " E d i t e d b y C a s t l e , L e s l i e V . 
and C h r i s t o p h e r F i n d l a y . P a c i f i c T r a d e : in 
S e r v i c e s . S y d n e y : A l l e n a n d U n w i n , I n c . , 1 9 8 8 . 
34 T a b l e 16 
N U M B E R O F O V E R S E A S B R A N C H E S O F T O P T E N B A N K S 
IN A S E A N C O U N T R I E S 
R a n k B a n k N a m e 
I N D O N E S I A 
B a n k N e g a r a I n d o n e s i a 
T O T A L 
M A L A Y S I A 
B a n k B u m i p u t r a (M) B h d 
M a l a y a n B a n k i n g B h d 
U n i t e d M a l a y a n B a n k i n g C o r p . 
T O T A L 


















P H I L I P P I N E S 
P h i l i p p i n e N a t i o n a l B a n k 







T O T A L 3 7 + 4 
S I N G A P O R E 
D e v e l o p m e n t B a n k of S i n g a p o r e n a 4 + 4 
U n i t e d O v e r s e a s B a n k 4 3 2 a/ + 2 8 
O v e r s e a s - C h i n e s e B a n k i n g C o r p . 3 1 3 1 0 
O v e r s e a s U n i o n B a n k L i m i t e d 19 18 - 1 
C h u n g K h i a w B a n k IS 1 8 0 
L e e W a h B a n k 9 9 0 
T O T A L 8 1 1 1 2 + 3 1 
T H A I L A N D 
B a n g k o k B a n k 
K r u n g T h a i B a n k 
T h a i F a r m e r s B a n k 
S i a m C o m m e r c i a l B a n k 
T O T A L 
15 12 - 3 
0 1 + 1 
1 3 + 2 
0 2 +2 
16 18 +2 
N o t e s : B a n k s a r e r a n k e d by t o t a l a s s e t s in t h e y e a r to 3 1 
D e c e m b e r 1 9 8 2 . 
Of t h o s e b a n k s w i t h o v e r s e a s b r a n c h e s a m o n g t h e t o p 
t e n , e a c h c o u n t r y b r a n c h e s h a v e b e e n l i s t e d , 
a/ T w o s u b s i d i a r i e s , 
b/ I n c l u d i n g a g e n c i e s . 
S o u r c e : J o h n N e w s o n . " T h e I n t e r n a t i o n a l i s a t i o n of B a n k i n g . " 
A u g u s t i n e T a n a n d B a s a n t K a p u r ( e d s . ) . P a c i f i c G r o w t h 
a n d F i n a n c i a l I n t e r d e p e n d e n c e . M a s s a c h u s e t t s : A l l e n 
a n d U n w i n , I n c . , 1 9 8 6 . 
T a b l e 17 
A S E A N : I N T R A - A S E A N O P E R A T I N G C O M M E R C I A L B A N K S , 1 9 8 1 
P A R E N T 
C O U N T R Y B A N K 
H O S T 
C O U N T R Y 
I n d o n e s i a 
M a l a y s i a 
( 1 ) 
( 1 ) 




B a n k N e g a r a I n d o n e s i a 
M a l a y a n B a n k i n g B e r h a d 
U n i t e d M a l a y a n B a n k i n g C a r p . 
B a n H i n L e e B a n k 
M a l a y a n U n i t e d B a n k 
B a n k B u m i p u t r a M a l a y s i a B e r h a d 
P h i l i p p i n e s (1) P h i l i p p i n e N a t i o n a l B a n k 
S i n g a p o r e (1) O v e r s e a s U n i o n B a n k 
(2) C h u n g K i a w B a n k 
(3) L e e W a h B a n k 
(4) O v e r s e a s C h i n e s e B a n k i n g C o r p . 
(5) U n i t e d O v e r s e a s B a n k 
(6) F o u r S e a s o n s C o m m u n i c a t i o n 
B a n k 
(7) I n t ' l . B a n k of S i n g a p o r e 
T h a i land (1) B a n g k o k B a n k 
(1) S i n g a p o r e 
(1) B r u n e i 
(2) S i n g a p o r e 
(1) B r u n e i 
(2) T h a i l a n d 
(1) S i n g a p o r e 
(1) S i n g a p o r e 
(1) S i n g a p o r e 
( o f f s h o r e ) 
(1) S i n g a p o r e 
( o f f s h o r e ) 
(1) B r u n e i 
(2) M a l a y s i a 
(1) M a l a y s i a 
(1) M a l a y s i a 
(1) M a l a y s i a 
(1) M a l a y s i a 
(1) T h a i land 
(1) P h i l i p p i n e s 
( o f f s h o r e ) 
(1) I n d o n e s i a 
(2) M a l a y s i a 
(3) S i n g a p o r e 
S o u r c e : S u t a l a k s a n a , D a h l a n M . " C o m m e r c i a l B a n k i n g L i n k s in 
A S E A N . " S t a f f P a p e r N o . 1 5 , S E A C E N R e s e a r c h a n d 
T r a i n i n g C e n t r e , 1 9 8 6 . 
T a b l e 18 
C R O S S - B O R D E R I N T E R B A N K C L A I M S A N D L I A B I L I T I E S 
A N D C R O S S - B O R D E R B A N K C R E D I T A N D D E P O S I T S , 1 9 8 3 A N D 1 9 8 8 
(In U 5 $ B ) 
I terns 1 9 8 3 1 9 8 8 
1 . C r o s s - B o r d e r I n t e r b a n k 
C l a i m s by R e s i d e n c e of 
L e n d i n g B a n k 
I n d o n e s i a 
M a l a y s i a 
P h i 1 i p p i n e s 
S i n g a p o r e 
T h a i 1 a n d 
7 . 4 9 
4 . 0 3 
2 . 4 7 
5 9 . 2 7 
1 . 8 8 
8 . 9 7 
6 . 2 5 
3 . 8 0 
1 9 3 . 8 1 
6 . 2 0 
2 . C r o s s - B o r d e r 
L i a b i 1 i t i e s 
of B o r r o w i n g 
I n t e r b a n k 
by R e s i d e n c e 
B a n k 
I n d o n e s i a 
M a l a y s i a 
P h i l i p p i n e s 
S i n g a p o r e 
T h a i land 
0 . 9 2 
1 . 8 0 
7 . 7 1 
7 0 . 3 3 
2 . 1 1 
0 . 6 4 
1 . 6 4 
4 . 0 2 
2 0 2 . 9 5 
2.-65 
3 . N e t P o s i t i o n (= ( 1 ) - ( 2 ) ) 
I n d o n e s i a 
M a l a y s i a 
P h i 1i p p i n e s 
S i n g a p o r e 
T h a i land 
6 . 5 7 
2 . 2 3 
- 5 . 2 4 
- 1 1 . 0 6 
- 0 . 2 3 
8 . 3 3 
4 . 6 1 
- 0 . 2 2 
- 9 . 1 4 
3 . 5 5 
4 . C r o s s - B o r d e r B a n k C r e d i t 
to N o n b a n k s by R e s i d e n c e 
of L e n d i n g B a n k 
I n d o n e s i a 
M a l a y s i a 
P h i l i p p i n e s 
S i n g a p o r e 
T h a i land 
1 . 6 6 
0 . 6 5 
3 2 . 3 3 
0 . 3 5 
ty.85* 
3 . 4 6 
6 9 . 2 2 
0 . 7 8 
5 . C r o s s - B o r d e r 
of N o n b a n k s 
of B o r r o w i n g 
B a n k D e p o s i t s 
by R e s i d e n c e 
B a n k 
I n d o n e s i a 
M a l a y s i a 
P h i 1 i p p i n e s 
S i n g a p o r e 
T h a i l a n d 
0 . 0 5 
1 . 2 2 
5 . 2 8 
2 2 . 3 5 
0 . 3 2 
0 . 0 3 
0 . 2 2 
2 . 3 1 
4 9 . 4 7 
0 . 6 7 
# O n l y t h i r d q u a r t e r f i g u r e s a r e a v a i l a b l e . 
S o u r c e : I n t e r n a t i o n a l F i n a n c i a l S t a t i s t i c s , O c t o b e r 1 9 8 9 . 
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o r i e n t e d . On the d e p o s i t s i d e , a g a i n S i n g a p o r e figured 
p r o m i n e n t l y . P h i l i p p i n e s , w h i c h h a s an o f f s h o r e b a n k i n g s y s t e m 
that is c o n c e n t r a t i n g on r a i s i n g f u n d s , is a d i s t a n t s e c o n d . 
I I I . S T R U C T U R E S OF M A R K E T S A N D C O M P E T I T I O N 
T h i s s e c t i o n e x a m i n e s the s t r u c t u r e s of m a r k e t s and 
c o m p e t i t i o n of the A S E A N b a n k i n g s y s t e m s . In t h i s r e g a r d , w e 
look at c e r t a i n i n d i c a t o r s such as s t r u c t u r e of o w n e r s h i p , p o l i c y 
on b a n k e n t r y and b r a n c h i n g , d e g r e e of c o n c e n t r a t i o n , and 
p r i c i n g . 
A . S t r u c t u r e O w n e r s h i p 
In this a s p e c t , we f o c u s on the r e l a t i v e s h a r e of g o v e r n m e n t 
and the p r i v a t e s e c t o r in the o w n e r s h i p of f i n a n c i a l 
i n s t i t u t i o n s . It s h o u l d be p o i n t e d o u t at the o u t s e t that a 
g o v e r n m e n t ^ r u n f i n a n c i a l i n s t i t u t i o n is n o t n e c e s s a r i l y 
i n e f f i c i e n t . it c o u l d be e f f i c i e n t l y m a n a g e d as the p r i v a t e l y 
run f i n a n c i a l i n s t i t u t i o n . H o w e v e r , if it is being c o n f e r r e d 
wit h s p e c i a l p r i v i l e g e s and s u b s i d i e s , then it w o u l d be v e r y hard 
for p r i v a t e f i n a n c i a l i n s t i t u t i o n s o p e r a t i n g in the s a m e m a r k e t 
to c o m p e t e with i t . An e x a m p l e is t h a t a g o v e r n m e n t bank is m a d e 
the s o l e d e p o s i t o r y f i n a n c i a l i n s t i t u t i o n of all g o v e r n m e n t - o w n e d 
c o r p o r a t i o n s . A c c e s s to c h e a p f u n d s w i l l a l l o w itself to j&rice 
its loans at b e l o w m a r k e t r a t e s . Even in, the a b s e n c e of s p e c i a l 
p r i v i l e g e s and s u b s i d i e s , b e i n g a g o v e r n m e n t b a n k in itself 
a l r e a d y c o n f e r s c e r t a i n a d v a n t a g e s . This is particularly, true in 
c o u n t r i e s w h e r e t h e r e is no d e p o s i t i n s u r a n c e s c h e m e and the 
f i n a n c i a l s y s t e m is h i g h l y u n s t a b l e . 
G o v e r n m e n t s in A S E A N c o u n t r i e s are not o n l y i n v o l v e d in 
r e g u l a t i n g f i n a n c i a l i n s t i t u t i o n s b u t a l s o d i r e c t l y p a r t i c i p a t e 
t h e m s e l v e s in the p r o v i s i o n of f i n a n c i a l s e r v i c e s t h r o u g h s t a t e -
o w n e d f i n a n c i a l i n s t i t u t i o n s . H o w e v e r , the d e g r e e of their 
i n v o l v e m e n t and their impact on the f i n a n c i a l m a r k e t s g r e a t l y 
v a r y a m o n g e a c h o t h e r . In I n d o n e s i a , the g o v e r n m e n t h a s 
s u b s t a n t i a l e q u i t y p a r t i c i p a t i o n in p r a c t i c a l l y all key f i n a n c i a l 
i n s t i t u t i o n s . It o w n s the five l a r g e s t c o m m e r c i a l b a n k s w i t h 
n u m e r o u s b r a n c h e s n a t i o n w i d e , the l a r g e s t d e v e l o p m e n t b a n k , the 
l a r g e s t s a v i n g s b a n k , the l a r g e s t n o n b a n k f i n a n c i a l i n s t i t u t i o n 
(NBFI) p l u s s u b s t a n t i a l e q u i t y p a r t i c i p a t i o n in p r a c t i c a l l y a l l 
N B F I , and the s o l e p a w n s h o p with m o r e t h a n - 4 0 0 b r a n c h e s a l l over 
the c o u n t r y . A s C o l e and Slade (1990) p o i n t e d o u t : " S t a t e - o w n e d 
b a n k s h a v e p a i d lower i n t e r e s t r a t e s on d e p o s i t s than p r i v a t e 
b a n k s t h r o u g h o u t the p e r i o d , b u t as t h e r e is no d e p o s i t i n s u r a n c e 
in I n d o n e s i a , S t ^ t e - o w n e d b a n k s m a y h a v e a p p e a r e d ' s a f e r ' to m a n y 
d e p o s i t o r s " (p. 4 3 ) . It w a s o n l y after the O c t o b e r 1988 
d e r e g u l a t i o n that s t a t e - o w n e d b a n k s e n d e d their m o n o p o l y o£ 
d e p o s i t s of p u b l i c c o r p o r a t i o n s . E r q u i a g a (1987) o b s e r v e d t h a t : 
"The s t a t e b a n k s h a v e c o m e under i n c r e a s e d s c r u t i n y over the last 
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s e v e r a l y e a r s b e c a u s e of p e r c e i v e d o p e r a t i o n a l i n e f f i c i e n c i e s 
c o m p a r e d to the f o r e i g n b a n k s and s o m e of the n a t i o n a l c o m m e r c i a l 
b a n k s . " (p.55) 
The d i r e c t p a r t i c i p a t i o n of g o v e r n m e n t in b a n k i n g is a l s o 
v i s i b l e in the f i n a n c i a l l a n d s c a p e of M a l a y s i a . G o v e r n m e n t 
o w n e r s h i p of f i n a n c i a l i n s t i t u t i o n s is p r o n o u n c e d in b o t h the 
b a n k i n g and n o n b a n k i n g i n s t i t u t i o n s . Lin e t a l . i n d i c a t e d t h a t : 
"The c o m m e r c i a l b a n k i n g s y s t e m is d o m i n a t e d b y two l a r g e l y 
g o v e r n m e n t - o w n e d c o m m e r c i a l b a n k s , a c c o u n t i n g for 35.8 p e r c e n t of 
the t o t a l a s s e t s of all c o m m e r c i a l b a n k s as at the end of J u n e 
1989; their b r a n c h n e t w o r k of 327 o f f i c e s r e p r e s e n t e d m o r e than 
35 p e r c e n t of the t o t a l b a n k i n g n e t w o r k . " (p.11) H o w e v e r , t h e s e 
b a n k s a r e c o n s i d e r e d to be e f f i c i e n t l y m a n a g e d . Both the 
p r i v a t e l y o w n e d d o m e s t i c and f o r e i g n b a n k s c o n s i d e r the f i n a n c i a l 
m a r k e t in M a l a y s i a to be c o m p e t i t i v e . This is m a i n l y a t t r i b u t e d 
to the o p e n n e s s of its f i n a n c i a l s y s t e m . 
In the P h i l i p p i n e s , the g o v e r n m e n t o w n s the l a r g e s t 
u n i v e r s a l b a n k , w h i c h h a s t h e m o s t e x t e n s i v e b r a n c h i n g n e t w o r k , 
and the l a r g e s t d e v e l o p m e n t b a n k . B o t h of them s u f f e r e d 
f i n a n c i a l d i f f i c u l t y in the m i d - 1 9 8 0 s as a r e s u l t of " b e h e s t 
l o a n s " m a d e b y them d u r i n g the p r e v i o u s regime. T h e y w e r e 
r e h a b i l i t a t e d , b u t the g o v e r n m e n t had to a b s o r b their n o n ^ 
p e r f o r m i n g a s s e t s w o r t h over P100 B . The g o v e r n m e n t - o w n e d 
u n i v e r s a l bank is now in the p r o c e s s of being p r i v a t i z e d , with 30 
p e r c e n t of its t o t a l o u t s t a n d i n g s h a r e s a l r e a d y sold to the 
p r i v a t e s e c t o r . The g o v e r n m e n t has still m a i n t a i n e d the p o l i c y 
of r e q u i r i n g all g o v e r n m e n t a g e n c i e s and g o v e r n m e n t - o w n e d 
c o r p o r a t i o n s to d e p o s i t their s u r p l u s f u n d s o n l y in g o v e r n m e n t -
o w n e d b a n k s . 
Even S i n g a p o r e w h i c h h a s a h i g h l y open f i n a n c i a l s y s t e m 
a l l o w s g o v e r n m e n t p a r t i c i p a t i o n in the b a n k i n g s y s t e m . H o w e v e r , 
its s a v i n g s b a n k (POSB) is shown to be i n n o v a t i v e and 
c o m p e t i t i v e , w h i l e the s e m i - g o v e r n m e n t a l c o m m e r c i a l b a n k (DBS) 
s e r v e s as a c o u n t e r w e i g h t to the "Big F o u r " l o c a l b a n k s so t h a t 
its " p r e s e n c e h a s s e r v e d to e n h a n c e the c o m p e t i t i v e n e s s of the 
b a n k i n g s y s t e m , . . . . " (Ariff et a l . 1 9 9 0 ) . 
P e r h a p s , T h a i l a n d d i f f e r s f r o m the r e s t of the A S E A N 
c o u n t r i e s in this a r e a . Tan (1984) n o t e d that the Thai 
" G o v e r n m e n t o w n e r s h i p and c o n t r o l of f i n a n c i a l i n s t i t u t i o n s and 
t h e r e f o r e the r e l a t i v e i m p o r t a n c e and n u m b e r of s p e c i a l i z e d 
i n s t i t u t i o n s a r e v e r y s m a l l . " (p. 45) 
As r e g a r d s f o r e i g n o w n e r s h i p of b a n k s , S i n g a p o r e r a n k s first 
in terras of the n u m b e r of f o r e i g n - o w n e d b a n k s o p e r a t i n g 
d o m e s t i c a l l y . I n d o n e s i a , M a l a y s i a and T h a i l a n d h a v e ten or m o r e 
b r a n c h e s of f o r e i g n b a n k s that do d o m e s t i c b a n k i n g , w h e r e a s the 
P h i l i p p i n e s h a s only f o u r . B u t it should be noted that f o r e i g n 
b a n k s h a v e m i n o r i t y p a r t i c i p a t i o n in ten d o m e s t i c b a n k s in the 
P h i l i p p i n e s . 
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B . P o l i c y on Bank Entrj£ ..and B r a n c h i n g 
T h i s is o n e area w h e r e s o m e A S E A N c o u n t r i e s h a v e m a d e 
c e r t a i n p r o g r e s s in the p a s t few y e a r s to i m p r o v e the 
c o m p e t i t i v e n e s s of their b a n k i n g s y s t e m . H o w e v e r .the d e g r e e of 
r e l a x a t i o n on b a n k e n t r y s i g n i f i c a n t l y v a r i e s among A S E A N 
c o u n t r i e s . In I n d o n e s i a , n a t i o n a l s m a y a c q u i r e a l i c e n s e to 
o p e r a t e a bank a n y w h e r e in the c o u n t r y p r o v i d e d they m e e t the 
m i n i m u m c a p i t a l r e q u i r e m e n t . F o r e i g n b a n k s are e n c o u r a g e d to 
h a v e j o i n t v e n t u r e s w i t h I n d o n e s i a n n a t i o n a l s . T h i s p r i v i l e g e is 
a v a i l a b l e o n l y to those that c o m e from c o u n t r i e s w i t h r e c i p r o c a l 
a g r e e m e n t w i t h I n d o n e s i a . T h e y m a y own up to 85 p e r c e n t of the 
o u t s t a n d i n g e q u i t y s h a r e s of j o i n t v e n t u r e .banks. T h i s is an 
i m p r o v e m e n t over m i n o r i t y s h a r e a l l o w e d them b e f o r e t h e P A K T O 27 
(October 1988) r e f o r m s . H o w e v e r , they are r e s t r i c t e d to o n l y 
s e v e n m a j o r c i t i e s and a r e r e q u i r e d t h a t w i t h i n 12 m o n t h s , their 
o u t s t a n d i n g e x p o r t c r e d i t s be at least 50 p e r c e n t of their total 
o u t s t a n d i n g c r e d i t s . In the m e a n t i m e , no new b r a n c h e s of f o r e i g n 
b a n k s w i l l be a l l o w e d . A s r e g a r d s b r a n c h i n g , b a n k s w h o l l y o w n e d 
b y I n d o n e s i a n n a t i o n a l s m a y open b r a n c h e s a n y w h e r e in the 
c o u n t r y , w h e r e a s e x i s t i n g f o r e i g n bank b r a n c h e s m a y o p e n one 
b r a n c h o n l y in e a c h of the s e v e n m a j o r cities.. B r a n c h e s of 
f o r e i g n b a n k s d o n o t h a v e r e d i s c o u n t i n g p r i v i l e g e s w i t h the 
c e n t r a l bank of I n d o n e s i a . 
M a l a y s i a ' s p o l i c y on bank e n t r y and b r a n c h i n g r e m a i n s the 
s a m e . In p a r t i c u l a r , no new b a n k s a r e a l l o w e d to enter the 
M a l a y s i a n f i n a n c i a l s y s t e m , and its p o l i c y toward f o r e i g n b a n k 
o p e r a t i o n d o e s n o t e n c o u r a g e the e s t a b l i s h m e n t of m o r e b r a n c h e s 
in the c o u n t r y . O p e n i n g of new b r a n c h e s is a l L o w e d o n l y to local 
b a n k s . B r a n c h e s of f o r e i g n b a n k s do n o t h a v e • r e d i s c o u n t i n g 
p r i v i l e g e s w i t h the c e n t r a l bank of M a l a y s i a . 
The P h i l i p p i n e s h a s r e c e n t l y r e l a x e d its p o l i c y on bank 
e n t r y and b r a n c h i n g . T h e M o n e t a r y B o a r d h a s been p r o c e s s i n g some 
a p p l i c a t i o n s for bank e n t r y that i n c l u d e e q u i t y p a r t i c i p a t i o n b y 
f o r e i g n b a n k s . The p r e s e n t law a l l o w s f o r e i g n i n v e s t o r s to own 
up to 30 p e r c e n t of the o u t s t a n d i n g s h a r e s of a d o m e s t i c b a n k . 
E n t r y b y b r a n c h e s of f o r e i g n b a n k s is s t i l l r e s t r i c t e d . I n s t e a d , 
f o r e i g n b a n k s are b e i n g e n c o u r a g e d to e s t a b l i s h off-shore b a n k s in 
the P h i l i p p i n e s or buy e q u i t y s h a r e s of e x i s t i n g d o m e s t i c b a n k s . 
It s e e m s that o n l y I n d o n e s i a and t h e P h i l i p p i n e s e n c o u r a g e joint 
v e n t u r e b a n k s at p r e s e n t . E x i s t i n g b r a n c h e s of f o r e i g n b a n k s m a y 
o p en b r a n c h e s in other p a r t s of the c o u n t r y b u t t h e y a r e n o t 
a l l o w e d to a c c e p t d e m a n d d e p o s i t s . T h i s r e s t r i c t i o n has the same 
e f f e c t as the r e s t r i c t i o n on b r a n c h i n g s i n c e d e m a n d d e p o s i t is a 
key s e r v i c e f a c i l i t y o f f e r e d b y b r a n c h e s of foreign;; b a n k s . Like 
d o m e s t i c b a n k s , b r a n c h e s of f o r e i g n b a n k s h a v e r e d i s c o u n t i n g 
p r i v i l e g e s w i t h the c e n t r a l bank of the P h i l i p p i n e s ^ 
T h a i l a n d has not a l l o w e d new e n t r a n t s into its c o m m e r c i a l 
b a n k i n g s y s t e m for q u i t e s o m e t i m e a l r e a d y . I n s t e a d , local b a n k s 
h a v e b een e n c o u r a g e d to open b r a n c h e s in r u r a l a r e a s . B r a n c h e s 
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of f o r e i g n b a n k s a r e s t i l l p r o h i b i t e d from e s t a b l i s h i n g b r a n c h 
n e t w o r k s a n y w h e r e in the c o u n t r y . L i k e l o c a l b a n k s , they h a v e 
r e d i s c o u n t i n g p r i v i l e g e s w i t h the c e n t r a l bank of T h a i l a n d . 
C . D e g r e e of B a n k i n g C o n c e n t r a t i o n 
W e use h e r e two m e a s u r e s of b a n k i n g c o n c e n t r a t i o n , n a m e l y : 
the a s s e t s h a r e of the five b i g g e s t b a n k s to the total a s s e t s of 
b a n k s in e a c h c o u n t r y and the H e r f i n d a h l i n d e x . O n l y t h o s e 
d o m e s t i c and b r a n c h e s of f o r e i g n b a n k s b e l o n g i n g to the 
c o m m e r c i a l b a n k i n g s y s t e m a r e i n c l u d e d . The r e s u l t s a r e shown in 
T a b l e 1 9 . 
In b o t h m e a s u r e s , it a p p e a r s that I n d o n e s i a has the h i g h e s t 
d e g r e e of b a n k i n g c o n c e n t r a t i o n . The f i r s t f i v e b a n k s , w h i c h 
h a p p e n to be a l l s t a t e - o w n e d b a n k s , c o n s t i t u t e 81 p e r c e n t of the 
total a s s e t s of the c o m m e r c i a l b a n k i n g s y s t e m . T h a i l a n d f o l l o w s 
I n d o n e s i a , w i t h the five l a r g e s t b a n k s a c c o u n t i n g for 68 p e r c e n t 
of the t o t a l a s s e t s of c o m m e r c i a l b a n k a s s e t s . N o t e that 
T h a i l a n d h a s the b i g g e s t c o m m e r c i a l bank in the r e g i o n w i t h total 
a s s e t s a m o u n t i n g to a b o u t U S $ 1 7 B . P h i l i p p i n e s a p p e a r s to h a v e 
the l o w e s t c o n c e n t r a t i o n r a t i o . This is b e c a u s e m o r e than half 
of the a s s e t s of a g o v e r n m e n t - o w n e d c o m m e r c i a l b a n k that w e r e 
d e e m e d n o n p e r f o r m i n g had been r e c e n t l y t r a n s f e r r e d to the 
n a t i o n a l g o v e r n m e n t . 
In g e n e r a l , the f i n d i n g s s h o w n in T a b l e 19 s u g g e s t that a 
h i g h d e g r e e of b a n k i n g c o n c e n t r a t i o n e x i s t s in the four ASEAN 
c o u n t r i e s . 
D . P r i c i n g 
The s t r u c t u r e of the m a r k e t c o u l d be r e f l e c t e d in the spread 
b e t w e e n the c o s t of funds and the l e n d i n g r a t e . An i n e f f i c i e n t 
b a n k i n g s y s t e m c h a r a c t e r i z e d b y g r e a t e r c o n c e n t r a t i o n is l i k e l y 
to b e a s s o c i a t e d w i t h a larger bank s p r e a d . 
F i g u r e 2 s h o w s t h e b e h a v i o r of b a n k s p r e a d for ASEAN 
c o u n t r i e s for the p e r i o d 1982 to 1 9 8 8 . For p u r p o s e s of 
c o m p a r i s o n , the p a t t e r n s of bank s p r e a d for the U . S . A . , J a p a n , 
and G e r m a n y a r e a l s o s h o w n in the s a m e t a b l e . A s e x p e c t e d , the 
P h i l i p p i n e s , T h a i l a n d and Indonesia h a v e on the a v e r a g e larger 
b a n k " s p r e a d s than M a l a y s i a and S i n g a p o r e . It i s , h o w e v e r , to b e 
n o t e d t h a t the bank s p r e a d s for the P h i l i p p i n e s , I n d o n e s i a and 
T h a i l a n d h a v e d e c l i n e d in the p a s t two y e a r s . 
The o p e n n e s s of the f i n a n c i a l s y s t e m s of S i n g a p o r e and 
M a l a y s i a c o u l d h a v e a c t e d as a strong p r e s s u r e on bank s p r e a d . 
M a l a y s i a and S i n g a p o r e a r e e v e n found to h a v e lower a v e r a g e bank 
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NOMINAL LENDING RATES, DEPOSIT RATES 
AND GROSS SPREAD IN ASEAN 
(In per annum) 
Lending Deposit Spread 
1982 9.00 6.00 3.00 
1983 19.63 6.00 13.63 
1984 20.06 16.00 4.06 
1985 20.03 18.00 2 0 3 
198S 21.49 15.43 6.06 
1987 21.67 16.78 4.89 
1988 22.04 17.72 4.32 
AVERAGE 19.13 13.70 5.43 
STD.DEV 4.23 4.94 3.56 
Ldftdlng 
Lending Deposit Spread 
1982 8.79 9.75 -0.96 
1983 11.08 8.02 3.06 
1984 11.35 9.54 1.81 
1985 11.54 8.81 2.73 
1986 10.80 7.17 3.63 
1987 8.19 3.00 5.19 
1988 7.25 3.33 3.92 
AVERAGE 9.86 7.09 2.77 
STD.DEV 1.61 2.61 1.81 
l^itl^ aj^ isc-i^ -:-:-:-:-:-:-:-::-:-:-:::-:-:-:-:-:-:-:-:-:-:-:-:-:-:-:-:-
Lending Deposit Spread 
1982 10.23 7.22 3.01 
1983 9.05 6.31 2.74 
1984 8.97 6.98 1.99 
1985 7.93 4.99 2.94 
1986 6.82 3.91 2.91 
1987 6.10 2.89 3.21 
1988 5.96 2.74 3.22 
AVERAGE 7.87 5.01 2.86 
STD.DEV 1.51 1.74 0.39 
• Undlnfl 
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Figure 2 (cont'd.) 
PHILIPPINES 
Lending Deposit Spread 
1982 16.12 13.74 4.38 
1983 19 24 13.58 5.66 
1984 28.20 21.17 7.02 
1985 28.61 18.91 9 70 
1986 17.53 11.25 6.28 
1987 13.34 8.20 5.14 
1988 15.92 11.32 4.61 
AVERAGE 20.14 14.03 6.11 
STD.DEV 5.51 4.21 1.70 
THAILAfdC 
Lending Deposit Spread 
1982 19.00 13.00 6.00 
1983 17.63 13.00 4.63 
1984 18.75 13.00 5.75 
1985 19.00 13.00 6.00 
1986 17.00 9.75 7.25 
1987 15.00 9.50 5.50 
1988 15.00 9.50 5,50 
AVERAGE 17.34 11.54 5.80 
STD.DEV 1.63 1.69 0.73 
Note: In the absence of data, WEIGHTED AVERAGE COMMERCIAL BANK RATES were 
used for the 1983-85 Lending Rates in Indonesia. 
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Figure 2 (cont'd.) 
Lending Deposit Spread 
1982 14.86 12,35 2.51 
1983 10.79 9.09 1.70 
1984 12.04 10.37 1.67 
1985 9.93 8.05 1.88 
1986 8.35 6.52 1.83 
1987 8.21 6.86 1.35 
1988 9.32 7.73 1.59 
AVERAGE 10.50 8.71 1.79 
STD.DEV 2.17 1.92 0.33 
Lending Deposit Spread 
I " 1?82 7.23 3.75 3.48 
1983 7.05 3.75 3,30 ! 
1984 6.66 3.50 3.16 
1985 5.52 3.50 3.02 
1986 5.91 1.88 4.03 
1987 5.09 1.76 3.33 
1988 4.93 1.76 3.17 
AVERAGE 6.20 2.84 3.36 
^STD.DEV 0.85 0.91 0.31 
0 Imttifl » Qvndt <• Gfrf* 
Lending Deposit Spread 
1982 13.50 7.54 5.96 
1983 10.05 4.56 5.49 
1984 9.82 4.86 4.96 
1985 9.53 4.44 5.09 
1986 8.75 3.71 5.04 
1987 8.36 3.20 5.16 
1988 8.33 3.29 5.04 
AVERAGE 9.76 4.51 5.25 
STD.DEV 1.65 1.37 0.33 
Sources of Basic Data: 
International Financial Statistics, October 1989. 
Erquiaqa, Philip. "Improving Domestic Resource Mobilization Through Financial Development: 
Indonesia." ADB Economic Staff Paper No. 40, November 1987. 
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s p r e a d s than J a p a n and G e r m a n y . The U . S . A . has the t h i n n e s t 
s p r e a d a m o n g the c o u n t r i e s included in F i g u r e 2 . 13/ 
The larger bank s p r e a d s o b s e r v e d for the P h i l i p p i n e s , 
T h a i l a n d and Indonesia c a n n o t be w h o l l y a t t r i b u t e d to the kind of 
m a r k e t s t r u c t u r e s e x i s t i n g in t h e s e c o u n t r i e s . R e g u l a t o r y 
m e a s u r e s , such as those p e r t a i n i n g to i n t e r m e d i a t i o n taxes (e.g., 
h i g h r e s e r v e r e q u i r e m e n t s , m a n d a t o r y c r e d i t a l l o c a t i o n s to 
c e r t a i n p r i o r i t y s e c t o r s , e t c . ) c o u l d also be c o n t r i b u t o r y to the 
large b ank s p r e a d . 14/ The p i e c e s of e v i d e n c e a v a i l a b l e for the 
P h i l i p p i n e s seem to s u p p o r t this (see T a b l e 2 0 ) . For T h a i l a n d , 
the c o s t of said r e g u l a t i o n s c o m p r i s e s a b o u t 30 p e r c e n t of 
c o m m e r c i a l b a n k s ' spread b e t w e e n lending and d e p o s i t r a t e s . 15/ 
T h u s , i n t e r m e d i a t i o n t a x e s a g g r a v a t e the p l i g h t of b o r r o w e r s in a 
less c o m p e t i t i v e f i n a n c i a l s y s t e m . 
±3/ 
I n d e e d , Ariff et a l . (1990) h a v e p o i n t e d out that the 
o p e n n e s s of the f i n a n c i a l s y s t e m of S i n g a p o r e " s e r v e s to p l a c e a 
limit on the p e r m i s s i b l e w i d t h of s p r e a d s " (p. 2 6 ) . A l s o , it "is 
g e n e r a l l y b e l i e v e d that the D B S ' p r e s e n c e has served to e n h a n c e 
the c o m p e t i t i v e n e s s of the b a n k i n g s y s t e m , in terms of a n a r r o w -
ing of the s p r e a d b e t w e e n lending and d e p o s i t r a t e s " . (p. 29) . 
DBS is a s e m i - g o v e r n m e n t bank that i n t e n s e l y c o m p e t e s with 
p r i v a t e b a n k s . 
14/ 
In the P h i l i p p i n e s , all b a n k s are r e q u i r e d to a l l p c a t e at 
least 2.5 p e r c e n t of their t o t a l l o a n a b l e funds tb a g r i c u l t u r e and 
b e n e f i c i a r i e s of a g r a r i a n r e f o r m . In T h a i l a n d , c o m m e r c i a l b a n k s 
m u s t e x t e n d c r e d i t s for the p u r p o s e of r u r a l d e v e l o p m e n t in the 
a m o u n t of at least 20 p e r c e n t of d e p o s i t l i a b i l i t i e s as of the 
end of the p r e v i o u s y e a r . In I n d o n e s i a , n a t i o n a l b a n k s are 
r e q u i r e d to a l l o c a t e a m i n i m u m of 20 p e r c e n t of loan p o r t f o l i o to 
s m a l l b u s i n e s s . T h e s e are e x a m p l e s of m a n d a t o r y c r e d i t a l l o c a -
t i o n s . M a n d a t o r y c r e d i t a l l o c a t i o n s c o u l d lead to the w i d e n i n g 
of b ank s p r e a d . In the P h i l i p p i n e s , for e x a m p l e , b a n k s that do 
not w i s h to lend to the a g r i c u l t u r a l s e c t o r m a y b u y g o v e r n m e n t 
s e c u r i t i e s as a s u b s t i t u t e for their c o m p l i a n c e of the r e g u l a t i o n 
that t h e y a l l o c a t e 25 p e r c e n t of their t o t a l l o a n a b l e f u n d s to 
the said s e c t o r . The i n t e r e s t rate on g o v e r n m e n t s e c u r i t i e s 
e l i g i b l e for such p u r p o s e is fixed at a level s u b s t a n t i a l l y b e l o w 
the p r e v a i l i n g l e n d i n g r a t e s (and at t i m e s , e v e n b e l o w the 
d e p o s i t r a t e ) . B a n k s r e c o u p their losses h e r e b y p a s s i n g them on 
to b o r r o w e r s in terms of h i g h e r lending r a t e s . 
15/ 
See T h a i l a n d D e v e l o p m e n t R e s e a r c h I n s t i t u t e (1987) . 
Table 20 
INTERMEDIATION MARGIN, 1983 and 1986 
PHILIPPINES 
1983 1986 
A. Intermediation margin, 
as 2 of earning assets 
1. Average cost of deposit 10,02 7.32 
2. Net of 201 tax on interest incoae froa deposits 8.02 5.86 
3. Cost of loanable funds 12.67 8.92 
4. Average lending rate 15.01 14.62 
5. (4) net of 5X gross receipts tax (GRT) 14.26 13.89 
6. Bank aargin (5) - (3) 1.59 4,97 
7. Total aargiti to clients (4) - (2) 6.99 8,76 
B. Composition of the total aargin (7) in I 
1. Depositor 53.40 40.05 
2. 281 tax on/interest incoae troa ueposits 13.35 10.01 
3. Reserve cost 17.67 10.96 
4. SRT 5.00 5.00 
5. Bank aargin 10.57 33.77 
T O T A L 100.00 100.00 
1984 1985 1936 
C. Components of bank aargin 
(I of total assets) 
1. Interaediation aargin 5.04 6.02 5.07 
2. Staffing cost 1.06 1.23 1.38 
3. Administrative cost 1.48 1.50 1.57 
4. Depreciation 0.83 1.08 0.86 
5. Total cost 3.37 3.81 3.8 
6. Profits before taxes 1.67 2.21 1.9 
Staffing expenses as I bi total assets 
1. All banks 0.90 1.00 1.40 
2. Sound doaestic banks 1.00 1.20 1.40 
3, Foreign banks 0.40 0.70 1.00 
Table 20 (cont'd.) 
£. Comparative bank margin 
Profit 
Staffing Adm. Total before Total 
Cost Cost Depr. Cost taxes Margin 
Phil. (1986) 1.4 1.6 0.9 3.9 1.9 5.8 
Selected countries ca. 1988 • 
Belgium 2.2 0.5 B.3 3.1 0.3 3.4 
Denmark 2.0 8.9 8.7 3.6 0.7 4.3 
Finland 1.6 1.6 0.7 3,9 8.4 4.4 
Morocco 2.2 8.8 0.7 3.7 1.9 4.8 
Norway 2.1 1.4 0.5 4.0 0.3 4.5 
Pakistan 1.7 8.8 0.1 2.6 0.7 3.3 
Portugal 2.0 8.7 1.5 4.2 0.3 4.5 
Spain 2.8 0.8 8.6 4.2 1.5 5.7 
A V E R A 6 E 2.1 0.9 0.6 3.7 0.7 4.4 
Notes: The 20 percent tax on interest income from deposits is a final tax. Tfoe five percent gross 
receipts tax (6RT) is imposed on all receipts (including both interest and capital gains of 
a bank). It cannot be used as a credit against income tax. Cost of loanable funds includes 
average cost of deposits and reserve costs (including the cost attributable to;the require-
ment to lend 251 of a bank's total resources to agriculture and beneficiaries of agrarian 
reform program). Domestic banks were classified into sound and neak banks on the basis of 
their return on risk loans, return on total assets, past due loans and provisions 
therefore, potential loan losses, and adjusted capital/total assets. 
Source: World Bank. Philippines Financial Sector Study (August 1788). 
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I V . B E N E F I T S A N D C O S T S OF A M O R E L I B E R A L R E G I M E F O R 
I N T E R N A T I O N A L T R A D E IN B A N K I N G S E R V I C E S IN T H E A S E A N R E G I O N 
T h i s s e c t i o n d i s c u s s e s the b e n e f i t s and c o s t s of a m o r e 
l i b e r a l r e g i m e for i n t e r n a t i o n a l trade in b a n k i n g s e r v i c e s in the 
A S E A N region'. T h e r e a r e two a s p e c t s of i n t e r n a t i o n a l i z a t i o n of 
f i n a n c e , n a m e l y cross-toorder and e s t a b l i s h m e n t - r e l a t e d t r a d e in 
f i n a n c i a l s e r v i c e s . T h i s p a p e r f o c u s e s on the l a t t e r . 
E s t a b l i s h m e n t - r e l a t e d t r a d e in b a n k i n g s e r v i c e s r e f e r s to 
" s e r v i c e s p r o d u c e d b y f a c t o r s of p r o d u c t i o n w h o s e o w n e r s h i p 
r e s i d e s in o n e c o u n t r y and sold to r e s i d e n t s of a n o t h e r t h r o u g h 
s o m e form of d i r e c t p r e s e n c e of the s u p p l i e r in the c l i e n t ' s 
c o u n t r y . " ( M T N . G N S / W / G 8 , 4 S e p t . 1989; p . 6 ) 
A . B e n e f i t s 
T h e r e are b e n e f i t s to a m o r e l i b e r a l r e g i m e for i n t e r -
n a t i o n a l t r a d e in b a n k i n g s e r v i c e s in the A S E A N r e g i o n . F i r s t , 
it i m p r o v e s a c c e s s of t h e p o p u l a t i o n to b a n k i n g s e r v i c e s in 
g e n e r a l . It h a s been s h o w n asbove t h a t e x c e p t for S i n g a p o r e , 
A S E A N c o u n t r i e s are > s t i l l g e n e r a l l y u n d e r b a n k e d . A l s o , the 
d i s t r i b u t i o n of b a n k s e r v i c e s is b a d l y s k e w e d in favor of the 
c a p i t a l c i t y (i.e., M e t r o M a n i l a for the P h i l i p p i n e s , B a n g k o k for 
T h a i l a n d , and J a k a r t a for I n d o n e s i a ) . T h e r e c e n t l i b e r a l i z a t i o n 
on ba n k e n t r y and b r a n c h i n g in m o s t A S E A N c o u n t r i e s is indeed a 
w e l c o m e d e v e l o p m e n t * It c o u l d p e r h a p s b e e x t e n d e d to b r a n c h e s of 
f o r e i g n b a n k s . B u t their c o n t r i b u t i o n to b a n k i n g d e v e l o p m e n t in 
the c o u n t r y w o u l d l i k e l y toe l i m i t e d if t h e y a r e c o n f i n e d to 
l o c a t e o n l y in t h e c a p i t a l c i t y of the c o u n t r y c o n c e r n e d . A s 
a l r e a d y p o i n t e d o u t a b o v e , a l l A S E A N c o u n t r i e s h a v e a l r e a d y 
s e v e r a l b r a n c h e s of f o r e i g n b a n k s l o c a t e d and o p e r a t i n g in 
c a p i t a l c i t i e s . Thus> a l l o w i n g n e w b r a n c h e s of f o r e i g n b a n k s to 
be e s t a b l i s h e d in other p l a c e s w i t h i n t h e c o u n t r y other than the 
c a p i t a l c i t y w o u l d b e m o r e d e s i r a b l e than having' them s i t u a t e d in 
a c a p i t a l c i t y . It is e q u a l l y d e s i r a b l e to a l l o w b r a n c h e s of 
f o r e i g n b a n k s that a r e a l r e a d y o p e r a t i n g in A S E A N c o u n t r i e s to 
h a v e b r a n c h n e t w o r k s in other p l a c e s w i t h i n the c o u n t r y c o h c e r n e d 
o t her t h a n the c a p i t a l c i t y . I n d o n e s i a h a s a l r e a d y s t a r t e d d o i n g 
t h i s . 
S e c o n d , it e n c o u r a g e s f o r e i g n i n v e s t o r s to l o c a t e t h e m s e l v e s 
in a r e a s other than the c a p i t a l c i t i e s of A S E A N c o u n t r i e s . T h i s 
a u g u r s w e l l for a m o r e b a l a n c e d r e g i o n a l d e v e l o p m e n t w i t h i n a 
c o u n t r y w h i c h h a s b e e n t h e o b s e s s i o n of p o l i c y m a k e r s for d e c a d e s . 
It is to be noted that in the p a s t d e c a d e , A S E A N c o u n t r i e s h a v e 
h e a v i l y i n v e s t e d in i n f r a s t r u c t u r a l d e v e l o p m e n t in c e r t a i n 
r e g i o n s w i t h i n their t e r r i t o r i e s to i n d u c e f o r e i g n i n v e s t o r s to 
l o c a t e t h e m s e l v e s in t h o s e a r e a s . The i m m e d i a t e a v a i l a b i l i t y of 
s e r v i c e s from i n t e r n a t i o n a l b a n k s w i t h w h i c h t h e y h a v e long 
e s t a b l i s h e d r e l a t i o n s h i p w i l l f u r t h e r s t r e n g t h e n their d e c i s i o n 
to l o c a t e in those a r e a s b e c a u s e a s i d e from o r d i n a r y b a n k i n g 
s e r v i c e s , t h e y m a y a l s o r e q u i r e from t h e i r p r e f e r r e d b a n k s 
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a n c i l l a r y b a n k i n g s e r v i c e s , s u c h as p a y r o l l s e r v i c e s , p o r t f o l i o 
i n v e s t m e n t , e t c . The d e l i v e r y of such s e r v i c e s r e q u i r e s the 
p h y s i c a l p r e s e n c e of t h e i r b a n k s in the a r e a . 
T h i r d , i n c r e a s e d - c o m p e t i t i o n in the b a n k i n g s y s t e m c a n b e 
e x t e n d e d to o t h e r r e g i o n s or a r e a s of the c o u n t r y w i t h the 
p r e s e n c e of f o r e i g n b a n k s in t h o s e a r e a s . T h u s , m o r e p e o p l e w i l l 
be e x p o s e d to a wider set of f i n a n c i a l i n s t r u m e n t s w i t h m o r e 
a t t r a c t i v e r a t e s of r e t u r n s . So f a r , f o r e i g n b a n k s ' c o m p e t i t i o n 
w i t h d o m e s t i c b a n k s h a s b e e n c o n f i n e d to. the c a p i t a l c i t y of the 
c o u n t r y t h a t b e n e f i t e d o n l y w e a l t h i e r r e s i d e n t s . T h i s is so 
b e c a u s e of the h o s t g o v e r n m e n t ' s p o l i c y of d i s a l l o w i n g b r a n c h e s 
pf f o r e i g n b a n k s to e s t a b l i s h b r a n c h n e t w o r k s in other p a r t s of 
the c o u n t r y . 
And l a s t l y , i m p r o v e m e n t s in i n t r a - A S B A N t r a d e and 
i n v e s t m e n t , w h i c h A S E A N c o u n t r i e s h a v e b e e n d i l i g e n t l y w o r k i n g on 
as m a y b e o b s e r v e d from the v a r i o u s a c t i v i t i e s t h a t h a v e a l r e a d y 
be e n d o n e and a r e b e i n g lined up for this p u r p o s e , w o u l d r e q u i r e 
b e t t e r b a n k i n g i n f r a s t r u c t u r e . Such c o u l d be a c h i e v e d t h r o u g h a 
m o r e l i b e r a l r e g i m e for r e g i o n a l and i n t e r n a t i o n a l t r a d e in 
b a n k i n g s e r v i c e s . The c o m p e t i t i v e n e s s of A S E A N b a n k s t h a t w o u l d 
r e s u l t from a m o r e l i b e r a l f i n a n c i a l s y s t e m at h o m e w i l l p r e p a r e 
them to p a r t i c i p a t e in r e g i o n a l and i n t e r n a t i o n a l b a n k i n g . 
I n d e e d , the e x p e r i e n c e of S i n g a p o r e in t h i s a r e a is w o r t h 
c o n s i d e r i n g . 
B . C o s t s 
A n y u n d e r t a k i n g a l w a y s i n v o l v e s s o m e q o s t s t h a t m u s t b e 
w e i g h e d a g a i n s t the b e n e f i t s . The m o v e t o w a r d s ^more l i b e r a l 
r e g i m e for i n t e r n a t i o n a l t r a d e i n . b a n k i n g s e r v i c e s h a s s o m e 
c o s t s . D e r e g u l a t i o n m i g h t b r e e d e x c e s s i v e r i s k - t a k i n g ^among 
c o m p e t i t o r s . T h i s is w o r s e in a c o u n t r y w h e r e t h e r e is a 
c o m p u l s o r y d e p o s i t i n s u r a n c e s c h e m e b e c a u s e of the m o r a l h a z a r d 
p r o b l e m t h a t it m a y g e n e r a t e . The P h i l i p p i n e s is a c a s e in 
p o i n t . H o w e v e r , e v e n in t h o s e c o u n t r i e s w h e r e no d e p o s i t 
i n s u r a n c e s c h e m e e x i s t s , the p o l i c y of bailirig p a t a n y a i l i n g 
b a n k c o u l d be c o n s i d e r e d b y m a r k e t p a r t i c i p a n t s as a form of 
i n s u r a n c e . T h a i l a n d c o u l d s e r v e as an exartiple h e r e . In b o t h 
c a s e s , the g o v e r n m e n t c o n c e r n e d w i l l h a v e to b e a r the b u r d e n of 
those l o s s e s . Of c o u r s e , the other a l t e r n a t i v e is to a l l o w bank 
f a i l u r e s and let the p a r t i c i p a n t s a b s o r b a l l the c o s t s . B u t it 
g e n e r a t e s a n o t h e r c o s t , i . e . , it u n d e r m i n e s the p e o p l e ' s 
c o n f i d e n c e in the b a n k i n g s y s t e m , w h i c h m i g h t turn o u t to b e m o r e 
c o s t l y in the l o n g - r u n . This o n l y s e t v e s to u n d e r s c o r e the 
i m p o r t a n c e of h a v i n g a s t r o n g and e f f i c i e n t s u p e r v i s o r y 
o r g a n i z a t i o n as w e l l as e f f e c t i v e p r u d e n t i a l r e g u l a t i o n s in A S E A N 
c o u n t r i e s . T h i s , t o o , i n v o l v e s a d d i t i o n a l c o s t s s i n c e s u p e r -
v i s o r y s t a f f h a v e to be t r a i n e d and p a i d y e l l . 
D u r i n g the h e y d a y of low i n t e r e s t r a t e in the i n t e r n a t i o n a l 
m a r k e t , s e v e r a l c o u n t r i e s r e f u s e d to m a k e a d j u s t m e n t to c o r r e c t 
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the i r w o r s e n i n g c u r r e n t a c c o u n t i m b a l a n c e s s i n c e c h e a p f u n d s w e r e 
r e a d i l y a v a i l a b l e from the i n t e r n a t i o n a l m a r k e t to f i n a n c e : such 
d e f i c i t s . T h e P h i l i p p i n e s w a s o n e of t h e m . 16/ W i t h a m o r e 
l i b e r a l r e g i m e for i n t e r n a t i o n a l t r a d e in b a n k i n g s e r v i c e s , the 
i n f l o w of f o r e i g n c a p i t a l t h a t m i g h t be f a c i l i t a t e d b y b r a n c h e s 
of f o r e ign b a n k s c o u l d h i d e a n y i m b a l a n c e s in the c u r r e n t 
a c c o u n t . 1 7 / 
F i n a l l y , the p r e s e n t s u p e r i o r i t y of f o r e i g n b a n k s over 
d o m e s t i c b a n k s in t e c h n o l o g y - b a s e d t r a n s a c t i o n s , w h i c h m o s t 
b a n k i n g s e r v i c e s a r e n o w , c o u l d r e s u l t in u n d u e c o m p e t i t i o n . 18/ 
M o n e t a r y a u t h o r i t i e s m a y end up s u p e r v i s i n g m o r e f o r e i g n b a n k s 
than d o m e s t ic b a n k s . A p a r t from s u p e r v i s o r y p r o b l e m t h a t m a y 
a r i s e from t h i s , the e f f e c t i v e n e s s of m o n e t a r y p o l i c y c o u l d b e 
u n d e r m i n e d . T h i s c o u l d b e o n e of the reasons" w h y A S E A N c o u n t r i e s 
p r e f e r to p r o m o t e j o i n t v e n t u r e s than a l l o w n e w b r a n c h e s of 
f o r e i g n b a n k s to e n t e r the d o m e s t i c f i n a n c i a l s y s t e m . 
It is our v i e w t h a t the b e n e f i t s that w i l l b e d e r i v e d from a 
m o r e l i b e r a l r e g i m e for i n t e r n a t i o n a l t r a d e in b a n k i n g s e r v i c e s 
in A S E A N . c o u n t r i e s o u t w e i g h the c o s t s . H o w e v e r , the 
l i b e r a l i z a t i o n s h o u l d b e d o n e g r a d u a l l y and s h o u l d be in s t e p 
w i t h the d e v e l o p m e n t of the e c o n o m y . T h e t i m i n g of the 
l i b e r a l i z a t i o n is also i m p o r t a n t . 
V . T H E A P P L I C A B I L I T Y A N D I M P L I C A T I O N S OF T H E U R U G U A Y R O U N D 
KEY C O N C E P T S , P R I N C I P L E S A N D R U L E S 
T h i s s e c t i o n d i s c u s s e s the a p p l i c a b i l i t y and i m p l i c a t i o n s of 
the key c o n c e p t s and p r i n c i p l e s d i s c u s s e d in the m u l t i l a t e r a l 
n e g o t i a t i o n s on t r a d e in s e r v i c e s to the b a n k i n g s e c t o r in the 
A S E A N c o u n t r i e s . S i n c e M T N . G N S / 3 5 : " D r a f t : M u l t i l a t e r a l 
F r a m e w o r k for T r a d e in S e r v i c e s " (23 J u l y 1 9 9 0 ) , M T N . G N S / F I N / W / 1 : 
" P r o p o s a l b y tne E u r o p e a n C o m m u n i t y : D r a f t F i n a n c i a l S e r v i c e s 
A n n e x to the A g r e e m e n t on T r a d e in S e r v i c e s " (10 J u l y 1 9 9 0 ) , and 
M T N . G N S / F I N / W / 2 : " S u b m i s s i o n b y the U n i t e d S t a t e s on F i n a n c i a l 
S e r v i c e s " (12 J u l y 1990) a r e a l r e a d y a v a i l a b l e , this p a p e r w i l l 
a l s o c o m m e n t on s o m e of the s u b s t a n t i v e c o n t e n t s of t h e s e 
W ~ 
See L a m b e r t e et a l . ( 1 9 8 5 ) . 
A Z / 
See Iwata ( 1 9 8 8 ) . The l i t e r a t u r e on the o t d e r of 
e c o n o m i c l i b e r a l i z a t i o n p r o v i d e s a m p l e l e s s o n s on t h i s . S e e , for 
e x a m p l e , E d w a r d s (1985) and C o r b o and d e M e l o ( 1 9 8 7 ) . 
±1/ 
T h i s c o u l d a r i s e from e c o n o m i e s of s c a l e . For i n s t a n c e , 
a m u l t i n a t i o n a l b a n k m a y d e v e l o p its own c o m p u t e r s o f t w a r e for 
m a r k e t a n a l y s i s t h a t can be used b y its b r a n c h e s a l l over the 
w o r l d . 
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d o c u m e n t s . In t h i s r e g a r d , C o r n f o r d ' s ( A u g u s t 1 9 9 0 ) c o m m e n t s on 
t h e p r o p o s a l s of t h e E u r o p e a n C o m m u n i t y and U n i t e d S t a t e s 
c o n c e r n i n g an a g r e e m e n t r e g a r d i n g i n t e r n a t i o n a l t r a d e in 
f i n a n c i a l s e r v i c e s a r e v e r y r e l e v a n t . 
B e f g r e w e p r o c e e d w i t h the a s s e s s m e n t of t h e a p p l i c a b i l i t y 
a n d i m p l i c a t i o n s of t h e c o n c e p t s , p r i n c i p l e s and r u l e s , it w o u l d 
b e w o r t h w n i l e to b r i e f l y c o m m e n t on t h e e m e r g i n g c o n s e n s u s on t h e 
n e e d to h a v e a s e c t o r a l a n n o t a t i o n to t h e g e n e r a l f r a m e w o r k 
a g r e e m e n t for b a n k i n g s e r v i c e s . T h e s e r v i c e s s e c t o r in g e n e r a l 
is a f a i r l y h e t e r o g e n e o u s g r o u p of e c o n o m i c a c t i v i t i e s . E a c h 
s u b - s e c t o r a l s o c o n s i s t s of f i n e r g r o u p i n g s of e c o n o m i c 
a c t i v i t i e s . B u t t h e b a n k i n g s e c t o r c l e a r l y s t a n d s o u t a m o n g tne 
o t h e r s u b - s e c t o r s in the s e r v i c e s s e c t o r . Its f u n c t i o n in t n e 
e c o n o m y is u n q u e s t i o n a b l y l a r g e . A s i g n i f i c a n t p o r t i o n of t h e 
t r a d e in g o o d s a n d s e r v i c e s , b o t h d o m e s t i c a w d i n t e r n a t i o n a l , 
p a s s e s t h r o u g h the b a n k i n g s y s t e m . T h u s , a d y s f u n c t i o n a l b a n k i n g 
s y s t e m c e r t a i n l y i m p a i r s t r a d e . A s i d e f r o m t h i s , t h e b a n k i n g 
s y s t e m a l s o p r o v i d e s p o r t f o l i o i n v e s t m e n t s e r v i c e s to c u s t o m e r s . 
In m o s t of t h e s e t r a n s a c t i o n s , t h e p h y s i c a l p r e s e n c e of b a n k s 
n§ar t h e i r c l i e n t s is v e r y i m p o r t a n t . 
M o n e t a r y p o l i c y is t r a n s m i t t e d to t h e r e s t of t h e e c o n o m y 
t h r o u g h t h e b a n k i n g s y s t e m . T h u s , t h e r e is a s t r o n g m o t i v a t i o n 
for m o n e t a r y a u t h o r i t i e s to m a i n t a i n a w e l l - f u n c t i o n i n g b a n k i n g 
s y s t e m . It is t h e n u n d e r s t a n d a b l e t h a t t h e b a n k i n g s e c t o r is o n e 
of the h i g h l y r e g u l a t e d s e c t o r s in the e c o n o m y o s t e n s i b l y to 
p r e s e r v e t h e p a y m e n t s s y s t e m a n d p r o t e c t c o n s u m e r s so t h a t t h e i r 
c o n f i d e n c e in the b a n k i n g s y s t e m w i l l be m a i n t a i n e d . 
T h e b a n k i n g s e c t o r h a s b e e n e x p e r i e n c i n g a r a p i d i n n o v a t i o n 
e s p e c i a l l y w i t h the a d v a n c e m e n t in c o m m u n i c a t i o n s and c o m p u t e r . 
T h i s m a y b e g a t h e r e d f r o m t h e v a r i e t y of f i n a n c i a l s e r v i c e s and 
i n s t r u m e n t s t h a t a r e c u r r e n t l y a v a i l a b l e in t h e m a r k e t . W i t h the 
f u r t h e r d e r e g u l a t i o n of t h e f i n a n c i a l m a r k e t s in b o t h d e v e l o p e d 
and d e v e l o p i n g e c o n o m i e s , f i n a n c i a l i n s t i t u t i o n s w i l l c e r t a i n l y 
be b u s i e r in d e v e l o p i n g m o r e f i n a n c i a l s e r v i c e s and i n s t r u m e n t s . 
T h u s , b o t h t h e w h o l e s a l e a n d r e t a i l m a r k e t s for f i n a n c i a l 
s e r v i c e s w i l l b e c o m e m o r e c o m p l e x and s o p h i s t i c a t e d t h a n w h a t 
t h e y a r e a l r e a d y n o w . 
A f r a m e w o r k a g r e e m e n t t h a t is a p p l i c a b l e to a l l s e r v i c e 
s e c t o r s is h i g h l y d e s i r a b l e . H o w e v e r , if it is e x p r e s s e d in a 
v e r y g e n e r a l m a n n e r a n d d o e s n o t a d d r e s s t h e s p e c i f i c i t i e s of the 
b a n k i n g s e c t o r , it w i l l l i k e l y lead to m o r e d i s p u t e s t h a t in the 
end w o u l d o n l y r e n d e r t h e a g r e e m e n t u s e l e s s . T h u s , it is 
n e c e s s a r y to h a v e a s e c t o r a l a n n o t a t i o n to t h e g e n e r a l f r a m e w o r k 
to a d d r e s s t h e s p e c i f i c i t i e s of t h e b a n k i n g s e c t o r so t h a t r e s o r t 
to d i s p u t e s e t t l e m e n t p r o c e d u r e s w i l l b e m i n i m i z e d . 
A . T r a n s p a r e n c y 
of 
It is n o t u n c o m m o n to s e e v a r i o u s b r a n c h e s of t h e g o v e r n m e n t 
A S E A N c o u n t r i e s i n v o l v e d in p r o m o t i n g , r e g u l a t i n g and 
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s u p e r v i s i n g the s a m e b u s i n e s s e n t i t i e s . Each o n e of tnem issues 
s p e c i f i c g u i d e l i n e s t h a t a r e n o t u s u a l l y w e l l c i r c u l a t e d . 
N e i t h e r a r e t h e s e a c t i v i t i e s w e l l c o o r d i n a t e d . G o i n g t h r o u g h the 
e x e r c i s e of k n o w i n g w h a t g u i d e l i n e s a p p l y and w h e r e to o b t a i n 
them a l r e a d y e n t a i l s too m u c h e f f o r t and m o n e y for local 
r e s i d e n t s . For f o r e i g n e r s , this is a l m o s t i m p o s s i b l e to d o 
e s p e c i a l l y if t h o s e g u i d e l i n e s a r e w r i t t e n in l o c a l l a n g u a g e s . 
T h u s , for A S E A N c o u n t r i e s , t h e r e is a need to c o n s o l i d a t e all 
t h o s e r e g u l a t i o n s and g u i d e l i n e s p e r t a i n i n g to b a n k i n g l a w s , in 
g e n e r a l , a n d to laws c o v e r i n g t r a d e in b a n k i n g s e r v i c e s , in 
p a r t i c u l a r . Each c o u n t r y m a y a s s i g n an o f f i c e w h i c h can 
s e r v e as a " o n e - s t o p s h o p " for all t h o s e l a w s , r e g u l a t i o n s and 
g u i d e l i n e s a f f e c t i n g t r a d e in b a n k i n g s e r v i c e s . This m a y be 
p a t t e r n e d a f t e r the " o n e - s t o p shop" for the e x p o r t s e c t o r t h a t 
all A S E A N c o u n t r i e s h a v e , a l t h o u g h in a l i m i t e d s c a l e . It is 
p r e f e r a b l e that t h i s o f f i c e be h o u s e d at the C e n t r a l B a n k . All 
g o v e r n m e n t a g e n c i e s s h o u l d be r e q u i r e d to s u b m i t to this o f f i c e 
all l a w s , r e g u l a t i o n s and g u i d e l i n e s , and a n y a m e n d m e n t s t h e r e o f , 
t h a t h a v e s o m e e f f e c t s on b a n k i n g o p e r a t i o n s . A l l i n q u i r i e s 
p e r t a i n i n g to s p e c i f i c laws or g u i d e l i n e s in b a n k i n g , e i t h e r from 
own c i t i z e n s or f o r e i g n e r s , w i l l be a d d r e s s e d to i t . All 
b r a n c h e s of f o r e i g n b a n k s s h o u l d l i k e w i s e be r e q u i r e d to s u b m i t 
to this o f f i c e a n y i n f o r m a t i o n a b o u t their o p e r a t i o n s . 
A t t h e A S E A N l e v e l , the C o m m i t t e e on F i n a n c e and B a n k i n g 
(COFAB) m a y s e r v e as a " o n e - s t o p s h o p " b y c o n s o l i d a t i n g w h a t each 
m e m b e r had a l r e a d y d o n e . T h u s , a n y i n t e r e s t e d third p a r t y d o e s 
n o t h a v e to c o n t a c t e a c h i n d i v i d u a l c o u n t r y o f f i c e if he w a n t s to 
m a k e i n q u i r i e s a b o u t b a n k i n g l a w s , r e g u l a t i o n s a n d g u i d e l i n e s 
from all the A S E A N m e m b e r c o u n t r i e s . 
B . P r o g r e s s i v e L i b e r a l i z a t i o n 
A s a l r e a d y p o i n t e d o u t a b o v e , A S E A N c o u n t r i e s are n o w in 
d i f f e r e n t s t a g e s of f i n a n c i a l l i b e r a l i z a t i o n . L e a d i n g the pack 
in this e f f o r t is S i n g a p o r e . The r e m a i n i n g A S E A N c o u n t r i e s h a v e 
now g r a d u a l l y s h i f t e d their a t t e n t i o n from c r e d i t a l l o c a t i o n to 
the g e n e r a l s o u n d n e s s and s t a b i l i t y of the f i n a n c i a l s y s t e m . The 
need for s t r o n g and e f f i c i e n t s u p e r v i s i o n is c l e a r l y f e l t in 
t h e s e c o u n t r i e s . S i n c e s u c h s u p e r v i s i o n t a k e s time to d e v e l o p , 
A S E A N c o u n t r i e s s h o u l d o p t for a g r a d u a l b u t p r o g r e s s i v e 
l i b e r a l i z a t i o n p r o c e s s . S i n g a p o r e f o l l o w e d t h i s t r a c k b e f o r e . 
T h e c h a n g i n g r o l e of e x i s t i n g . b r a n c h e s of f o r e i g n b a n k s in 
the A S E A N r e g i o n m u s t a l s o be r e c o g n i z e d . In the p a s t , t h e y had 
b e e n h e a v i l y i n v o l v e d in the f i n a n c i n g of i m p o r t s of 
m u l t i n a t i o n a l c o m p a n i e s , m o s t of w h i c h w e r e e s t a b l i s h e d d u r i n g 
the i m p o r t s u b s t i t u t i o n r e g i m e of t h e s e c o u n t r i e s , a n d in 
p a c k a g i n g s o v e r e i g n l o a n s . A s n o t e d in S e c t i o n I of this p a p e r , 
the i r b u s i n e s s for the latter had s u b s t a n t i a l l y d e c l i n e d as a 
r e s u l t of the i n t e r n a t i o n a l d e b t c r i s i s . A t the s a m e t i m e , A S E A N 
countries* t h a t u s e d to b e inward l o o k i n g h a v e now s w i t c h e d 
t o w a r d s e x p o r t - o r i e n t a t i o n and m o r e i n d u s t r i a l d i s p e r s a l of 
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i n d u s t r i e s . T h u s , t h e r e is i n c r e a s i n g a c t i v i t y in this a r e a in 
w h i c h b r a n c h e s of f o r e i g n b a n k s a r e n o t a b l e to p a r t i c i p a t e d u e 
to e x i s t i n g r e g u l a t i o n s , such ais p r o h i b i t i o n a g a i n s t o p e n i n g 
b r a n c h e s o u t s i d e the c a p i t a l c i t i e s . T h i s s t i l l e x i s t s t o d a y 
d e s p i t e the fact that A S E A N c o u n t r i e s , e x c e p t S i n g a p o r e , a r e 
g e n e r a l l y " u n d e r b a n k e d . " T h u s , t h e r e s e e m s to b e s o m e s c o p e for 
a l l o w i n g f o r e i g n b a n k s to b e i n c l u d e d in A S E A N c o u n t r i e s ' on-
g o i n g f i n a n c i a l l i b e r a l i z a t i o n . 
S i n c e . t h e p r e s e n c e of b r a n c h e s of f o r e i g n b a n k s o p e r a t i n g in 
the c a p i t a l c i t i e s of A S E A N c o u n t r i e s is a l r e a d y s u b s t a n t i a l , 
b r a n c h n e t w o r k s of f o r e i g n b a n k s m a y be e s t a b l i s h e d in a r e a s 
o u t s i d e the c a p i t a l c i t i e s . T h i s w i l l e x t e n d the c o m p e t i t i o n 
b e t w e e n f o r e i g n and l o c a l b a n k s in the countryside., and at the 
s a m e t i m e , s u r p l u s u n i t s and f o r e i g n i n v e s t o r s w h o l o c a t e 
t h e m s e l v e s in the c o u n t r y s i d e w i l l b e o f f e r e d a w i d e r m e n u of 
b a n k i n g s e r v i c e s . T h i s m a y b e a c c o m p a n i e d w i t h . t h e p r o m o t i o n of 
j o i n t v e n t u r e s . A l t h o u g h m o s t A S E A N c o u n t r i e s h a v e a l r e a d y 
m a i n t a i n e d s u c h p o l i c y , the e x t e n t of e q u i t y p a r t i c i p a t i o n b y 
f o r e i g n b a n k s in j o i n t v e n t u r e s m a y be i n c r e a s e d . 
C . M a r k e t A c c e s s 
A S E A N c o u n t r i e s h a v e been e x e r c i s i n g c o n t r o l over m a r k e t 
a c c e s s to their f i n a n c i a l s y s t e m s to p u r s u e c e r t a i n o b j e c t i v e s , 
s u ch as m a i n t a i n i n g the s t a b i l i t y of the f i n a n c i a l s y s t e m a n d 
e f f e c t i v e n e s s of m o n e t a r y p o l i c y , c o n f i g u r i n g t h e s t r u c t u r e of 
their f i n a n c i a l s y s t e m s to m e e t c h a n g i n g n e e d s of the e c o n o m y , 
d e v e l o p i n g b a n k i n g s k i l l s of l o c a l p r o f e s s i o n a l s , e t c . The 
f r a m e w o r k a g r e e m e n t s h o u l d a l l o w A S E A N c o u n t r i e s to e x e r c i s e 
c e r t a i n f l e x i b i l i t y so that they c a n c o n t i n u e to p u r s u e t h o s e 
o b j e c t i v e s w h i l e they. p r o c e e d witn their f i n a n c i a l 
l i b e r a l i z a t i o n . In this r e g a r d , c e r t a i n a s p e c t s of the f i n a n c i a l 
s y s t e m s of A S E A N c o u n t r i e s m u s t b e c o n s i d e r e d . One is the 
s u b s t a n t i a l p r e s e n c e of f o r e i g n b a n k s in A S E A N c o u n t r i e s in the 
form of b r a n c h e s , j o i n t v e n t u r e s , a g e n c i e s and r e p r e s e n t a t i v e 
o f f i c e s . T h i s s e r v e s as a t e s t i m o n y that t h e y r e c o g n i z e the 
i m p o r t a n c e of the c o m m e r c i a l p r e s e n c e of f o r e i g n f i n a n c i a l 
i n s t i t u t i o n s in v a r i o u s forms for the d e l i v e r y of f i n a n c i a l 
s e r v i c e s . H o w e v e r , g r a n t i n g m a r k e t a c c e s s a u t o m a t i c a l l y to a l l 
s i g n a t o r i e s at this t i m e m a y n o t be a d v a n t a g e o u s to A S E A N 
c o u n t r i e s s i n c e , g i v e n the s u b s t a n t i a l p r e s e n c e of f o r e i g n b a n k s 
in t h e s e c o u n t r i e s , it c o u l d e a s i l y lead to a s i t u a t i o n w h e r e i n 
f o r e i g n b a n k s w o u l d d o m i n a t e their f i n a n c i a l s y s t e m s . A q u o t a 
s y s t e m w h e r e i n A S E A N c o u n t r i e s d e t e r m i n e the n u m b e r of a d d i t i o n a l 
f o r e i g n b a n k s that w o u l d be p e r m i t t e d to h a v e c o m m e r c i a l p r e s e n c e 
in their m a r k e t s m a y be n e c e s s a r y . T h i s m a y b e a p p l i e d to all 
f o r m s of c o m m e r c i a l p r e s e n c e of f o r e i g n b a n k s , e x c e p t in the c a s e 
of j o i n t v e n t u r e s , p r o v i d e d that n a t i o n a l s r e t a i n c o n t r o l over 
tne f i n a n c i a l i n s t i t a t i o n s . The q u o t a s y s t e m should be a p p l i e d 
in a n o n d i s c r i m i n a t o r y m a n n e r . 
A n o t h e r a s p e c t is tne trend t o w a r d s u n i v e r s a l b a n k i n g or tne 
b l u r r i n g of d i s t i n c t i o n s a m o n g d i f f e r e n t t y p e s of f i n a n c i a l 
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i n s t i t u t i o n s . it s h o u l d be noted that A S E A N c o u n t r i e s a r e 
g r a d u a l l y m o v i n g , t h o u g h at d i f f e r e n t s p e e d s , toward this 
d i r e c t i o n . T h u s , in t h e l o n g - r u n , the use of m a r k e t a c c e s s to 
d e v e l o p or i m p r o v e the e f f i c i e n c y of p a r t i c u l a r s u b - m a r k e t s m a y 
not be r e l e v a n t a n y m o r e . In the s h o r t - r u n , h o w e v e r , tne u s e of 
m a r k e t a c c e s s for such p u r p o s e s is still r e l e v a n t . One r e a s o n is 
that r e g u l a t i o n s that d i s t i n g u i s h d i f f e r e n t t y p e s of f i n a n c i a l 
i n s t i t u t i o n s s t i l l e x i s t . A n o t h e r r e a s o n is that s o m e s u b -
m a r k e t s of t h e A S E A N f i n a n c i a l s y s t e m s are not y e t well d e v e l o p e d 
and that t h e r e are no o p e r a t i v e p r u d e n t i a l r e g u l a t i o n s c o v e r i n g 
those m a r k e t s . T h u s , u n i v e r s a l m a r k e t a c c e s s a t this s t a g e of 
the d e v e l o p m e n t of the A S E A N f i n a n c i a l s y s t e m s m a y n o t b e 
g r a n t e d . 
D . N a t i o n a l T r e a t m e n t 
The M o n t r e a l d o c u m e n t s t a t e t h a t : "When . a c c o r d e d in 
c o n f o r m i t y with other p r o v i s i o n s of the m u l t i l a t e r a l f r a m e w o r k , 
it is u n d e r s t o o d that n a t i o n a l t r e a t m e n t m e a n s that the s e r v i c e s 
e x p o r t s a n d / o r e x p o r t e r s of any s i g n a t o r y are a c c o r d e d in the 
m a r k e t of any other s i g n a t o r y , in r e s p e c t of all laws r e g u l a t i o n s 
and a d m i n i s t r a t i v e p r a c t i c e s , t r e a t m e n t "no less f a v o u r a b l e ' than 
that a c c o r d e d d o m e s t i c s e r v i c e s or s e r v i c e s p r o v i d e r s in the same 
m a r k e t . " This h a s s u b s t a n t i a l impact on the c u r r e n t p o l i c y of 
A S E A N c o u n t r i e s on b r a n c h e s of foreign b a n k s , b u t less on j o i n t 
v e n t u r e s and other forms of c o m m e r c i a l p r e s e n c e of foreign b a n k s . 
The t y p i c a l f o r m s of d i s c r i m i n a t i o n e x e r c i s e d b y A S E A N c o u n t r i e s 
a g a i n s t f o r e i g n b a n k s i n c l u d e , a m o n g o t h e r s : ban on the 
e s t a b l i s h m e n t of b r a n c h e s ; limit on the r a n g e of b a n k i n g s e r v i c e s 
they can o f f e r , such as t r u s t _ b u s i n e s s ; no a c c e s s to r e f i n a n c i n g 
f a c i l i t i e s ; and p r o h i b i t i o n a g a i n s t p u r c h a s i n g local p r o p e r t i e s 
for b u s i n e s s p u r p o s e s . 19/ Of c o u r s e , the d e g r e e of r e s t r i c t i v e -
ness v a r i e s a c r o s s ASEAN c o u n t r i e s . G i v e n the s i t u a t i o n t h a t 
m o s t a r e a s o u t s i d e the c a p i t a l c i t i e s of A S E A N c o u n t r i e s a r e 
still u n d e r b a n k e d , the c h a n g i n g p a t t e r n of the b u s i n e s s of 
b r a n c h e s of foreign b a n k s , and the e x p o r t - o r i e n t e d n e s s of A S E A N 
c o u n t r i e s , there s e e m s to be a good r e a s o n for including f o r e i g n 
b a n k s in the b r a n c h i n g d e r e g u l a t i o n c u r r e n t l y b e i n g u n d e r t a k e n b y 
ASEAL>I c o u n t r i e s . As r e g a r d s the range of s e r v i c e s that m a y b e 
o f f e r e d by b r a n c h e s . of f o r e i g n b a n k s , this m a y be g r a d u a l l y 
l i b e r a l i z e d in step with the m o v e t o w a r d s u n i v e r s a l b a n k i n g . 
It might be appropriate at this point to comment on the 
proposals of the EC,, and US on market access and national 
treatment since both proposals seem to very closely link market 
access to national treatment (Cornford 1990). Cornford's view of 
distinguishing the issues under market access from those under 
national treatment should be subscribed by ASEAN countries. As 
T h e s e are m e n t i o n e d in Naya et a l . (1989) and a l s o 
i n d i c a t e d in the d i s c u s s i o n in the p r e v i o u s s e c t i o n s . 
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r e g a r d s m a r k e t a c c e s s , the US p r o p o s a l w h i c h also r e f l e c t s that 
of the EC p r o p o s a l s t a t e s that: "Each p a r t y (a) s h a l l p e r m i t 
f i n a n c i a l s e r v i c e p r o v i d e r s of a n o t h e r P a r t y to e s t a b l i s h or 
e x p a n d an e n t e r p r i s e for the p r o v i s i o n of a f i n a n c i a l s e r v i c e , 
and (b) s h a l l p e r m i t such e n t e r p r i s e s to p r o v i d e f i n a n c i a l 
s e r v i c e s and to c o n d u c t a c t i v i t i e s a s s o c i a t e d with the p r o v i s i o n 
of f i n a n c i a l s e r v i c e s . " This is going far b e y o n d w h a t A S E A N 
c o u n t r i e s can p o s s i b l y o f f e r . A s r e g a r d s (a), A S E A N c o u n t r i e s 
w i l l b e o b l i g e d to open their m a r k e t s t o . a l l s i g n a t o r i e s . As 
a l r e a d y m e n t i o n e d a b o v e , f o r e i g n b a n k s can e a s i l y o v e r w h e l m the 
m a r k e t s i n c e there is a l r e a d y a s u b s t a n t i a l n u m b e r of f o r e i g n 
b a n k s c u r r e n t l y o p e r a t i n g in v a r i o u s forms in A S E A N f i n a n c i a l 
m a r k e t s . It may w e l l be for ASEAN c o u n t r i e s to r e s o r t to a q u o t a 
s y s t e m if t h e y think that a d d i t i o n a l f o r e i g n b a n k s can be 
a c c o m m o d a t e d b y the f i n a n c i a l s y s t e m . W h a t m a y be c o n c e d e d b y 
A S E A N c o u n t r i e s is the r e l a x a t i o n of the p r o h i b i t i o n a g a i n s t 
f o r e i g n b a n k s to e x p a n d their b u s i n e s s t h r o u g h b r a n c h i n g w i t h i n 
eac h A S E A N c o u n t r y ' s t e r r i t o r y for r e a s o n s a l r e a d y c i t e d a b o v e . 
As r e g a r d s p a r t (b) , it o b l i g e s A S E A N c o u n t r i e s to g r a n t 
u n i v e r s a l l i c e n s e to f o r e i g n s e r v i c e p r o v i d e r s w h i l e such l i c e n s e 
is s e l e c t i v e l y g i v e n to d o m e s t i c f i n a n c i a l i n s t i t u t i o n s . Even 
u n i v e r s a l b a n k s in A S E A N c o u n t r i e s a r e n o t p e r m i t t e d to p r o v i d e 
all the f i n a n c i a l s e r v i c e s m e n t i o n e d in the US and EC p r o p o s a l s . 
For i n s t a n c e , f i n a n c i a l l e a s i n g is not a l l o w e d to e x i s t i n g A S E A N 
u n i v e r s a l b a n k s . A l s o , t h e r e are f i n a n c i a l s e r v i c e s m e n t i o n e d in 
b o t h p r o p o s a l s that a r e n o t y e t w e l l - d e v e l o p e d in A S E A N 
c o u n t r i e s , h e n c e there a r e v i r t u a l l y no r e g u l a t i o n s c o v e r i n g 
t h e m . O n c e d e v e l o p e d or f u l l y a p p r e c i a t e d b y ASEAN c o u n t r i e s , 
there m i g h t be a need to i n t r o d u c e new r e g u l a t i o n s for p r u d e n t i a l 
r e a s o n s t h a t m i g h t i n c l u d e r e s t r i c t i n g t h e . b e n e f i t s a l r e a d y 
e n j o y e d b y f i n a n c i a l s e r v i c e s p r o v i d e r s of other p a r t i e s . Under 
A r t i c l e 1 , 2 of the EC p r o p o s a l , this c a n n o t b e d o n e a n y m o r e onca 
s i g n a t o r i e s a g r e e to their p r o p o s a l . 
As r e g a r d s n a t i o n a l t r e a t m e n t , both the EC and US p r o p o s a l s 
are c o n c e r n e d m o r e a b o u t the r e s u l t s of h a v i n g a c o m p e t i t i v e 
e n v i r o n m e n t than on the p o l i c y of p r o m o t i n g c o m p e t i t i o n per se in 
the m a r k e t s . C o r n f o r d is r i g h t in his o b s e r v a t i o n tnat " e q u a l i t y 
of c o m p e t i t i v e o p p o r t u n i t y " s e e m s an u n t r i e d but p o t e n t i a l l y m o r e 
i n t r u s i v e o b l i g a t i o n than like t r e a t m e n t as r e g a r d s t a x a t i o n and 
r e g u l a t i o n " (p.4). New e n t r a n t s m a y be in a d i s a d v a n t a g e o u s 
p o s i t i o n c o m p a r e d with t h o s e that h a v e been in the m a r k e t for a 
long t i m e , and s o m e of them m a y not s u r v i v e under an e n v i r o n m e n t 
of stiff c o m p e t i t i o n . This s i t u a t i o n m a y be i n t e r p r e t e d as not 
p r o m o t i n g " e q u a l i t y of c o m p e t i t i v e o p p o r t u n i t y " s i n c e the 
r e s u l t s saem to b e u n f a v o r a b l e to c e r t a i n p a r t i e s , a l t h o u g h thfe 
p o l i c y e n v i r o n m e n t p r o m o t e s c o m p e t i t i o n . S t i l l , a n o t h e r e x a m p l e 
w h e r e i n the r e s u l t s of h a v i n g a c o m p e t i t i v e e n v i r o n m e n t can b e 
d i s t i n g u i s h e d from the p o l i c y of p r o m o t i n g c o m p e t i t i o n per se in 
the m a r k e t s c o u l d be c i t e d . As a l r e a d y m e n t i o n e d a b o v e , A S E A N 
c o u n t r i e s , e x c e p t S i n g a p o r e , s t i l l m a i n t a i n loan p o r t f o l i o 
a l l o c a t i o n p o l i c y b e c a u s e t h e y e x p e c t their b a n k i n g s y s t e m to 
p e r f o r m d e v e l o p m e n t a l f u n c t i o n s a s i d e from c o m m e r c i a l f u n c t i o n s . 
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T h u s , t h e y r e q u i r e b a n k s to lend to p r i o r i t y s e c t o r s , such as 
a g r i c u l t u r e and s m a l l and m e d i u m i n d u s t r i e s . Even if such p o l i c y 
is a p p l i e d e q u a l l y to all b a n k s in their t e r r i t o r i e s , foreign 
b a n k s m a y be p l a c e d in a d i s a d v a n t a g e o u s p o s i t i o n b e c a u s e of 
their u n f a m i l i a r i t y w i t h the s e c t o r s and p r o b a b l y , the r e l a t i v e l y 
n i g h e r t r a n s a c t i o n c o s t they incur for g r a n t i n g s m a l l loans when 
their o p e r a t i o n s a r e d e s i g n e d for the w h o l e s a l e m a r k e t . A g a i n , 
this c o u l d be i n t e r p r e t e d as n o t p r o m o t i n g " e q u a l i t y of 
c o m p e t i t i v e o p p o r t u n i t y . " To d e a l with this i s s u e , the US 
p r o p o s a l r e c o m m e n d s the p r o v i s i o n that "No p a r t y s h a l l e s t a b l i s h 
or m a i n t a i n a n y m e a s u r e that r e q u i r e s t h a t f i n a n c i a l s e r v i c e b e 
p r o v i d e d b y f i n a n c i a l s e r v i c e p r o v i d e r s of that P a r t y " (p.3). 
W h i l e m a n y a n a l y s t s w o u l d like to see this b e i n g d o n e , it m i g h t 
take A S E A N c o u n t r i e s s o m e time to d i s m a n t l e their c r e d i t 
a l l o c a t i o n p o l i c y g i v e n the c i r c u m s t a n c e s under w h i c h t h e y w e r e 
i n t r o d u c e d and m a i n t a i n e d . 
E . M o s t - F a v o r e d - N a t i o n / N o n d i s c r i m j n a t i o n 
Und er this c o n c e p t , a l l s i g n a t o r i e s to the s e c t o r a l 
a n n o t a t i o n on b a n k i n g s e r v i c e s w i l l g u a r a n t e e that c o n c e s s i o n s 
m a d e b y one p a r t y w o u l d be e q u a l l y a c c o r d e d to a l l . T h i s c o n c e p t 
in its p u r e s t form m a y lead to u n l i m i t e d e n t r y b y f o r e i g n 
f i n a n c i a l s e r v i c e s p r o v i d e r s into the A S E A N c o u n t r i e s ' f i n a n c i a l 
m a r k e t s . This is m o r e p r o b l e m a t i c to t h o s e c o u n t r i e s that do n o t 
h a v e y e t w e l l d e v e l o p e d p r u d e n t i a l r e g u l a t i o n s and e f f i c i e n t 
s u p e r v i s o r y i n s t i t u t i o n . M o r e s p e c i f i c a l l y , as r e g a r d s o p e n i n g 
the f i n a n c i a l m a r k e t s , A S E A N c o u n t r i e s m a y s u g g e s t a p h a s e d 
l i b e r a l i z a t i o n c o n s i s t e n t w i t h the level of f i n a n c i a l d e v e l o p m e n t 
of e ach c o u n t r y . T h u s , the speed of l i b e r a l i z a t i o n in a l l or in 
some s u b - s e c t o r s of the f i n a n c i a l s y s t e m m a y be d i f f e r e n t a m o n g 
p a r t i e s — fast e r for c o u n t r i e s with m o r e d e v e l o p e d f i n a n c i a l 
s y s t e m s and s l o w e r for c o u n t r i e s w i t h less d e v e l o p e d f i n a n c i a l 
s y s t e m s . A S E A N c o u n t r i e s s h o u l d s t r e s s this so t h a t t h e y w i l l be 
a c c o r d e d g r e a t e r f l e x i b i l i t y in o p e n i n g up their f i n a n c i a l 
m a r k e t s . T h e q u o t a s y s t e m m e n t i o n e d e a r l i e r should be r e s o r t e d 
t o . F u r t h e r m o r e , the q u o t a s y s t e m to b e used in a l l o c a t i n g 
a d d i t i o n a l s l o t s for f o r e i g n f i n a n c i a l s e r v i c e s p r o v i d e r s and the 
r u l e s for i m p l e m e n t i n g it s h o u l d a l s o b e a g r e e d upon in this 
s e c t o r a l a n n o t a t i o n . A t this p o i n t , it m i g h t be i m p o r t a n t for 
A S E A N c o u n t r i e s to s t r e s s on the need to s p r e a d the 
r e p r e s e n t a t i o n of the b a n k s a m o n g g e o g r a p h i c a l a r e a s for p u r p o s e s 
of p r o m o t i n g and d i v e r s i f y i n g t r a d e and i n v e s t m e n t . 
F . I n c r e a s i n g P a r t i c i p a t i o n of D e v e l o p i n g C o u n t r i e s 
A s a l r e a d y m e n t i o n e d a b o v e , A S E A N b a n k i n g s y s t e m s a r e 
a l r e a d y p a r t i c i p a t i n g in i n t e r n a t i o n a l b a n k i n g , a l t h o u g h s t i l l in 
a s m a l l w a y . T h i s can f u r t h e r be i n c r e a s e d if A S E A N : c o u n t r i e s 
s u c c e s s f u l l y h u r d l e at l e a s t two o b s t a c l e s . One is the 
s t r e n g t h e n i n g of their f i n a n c i a l s y s t e m s , in g e n e r a l , and the 
i n d i v i d u a l f i n a n c i a l i n s t i t u t i o n s , in p a r t i c u l a r . T h i s h i n g e s on 
a n u m b e r of f a c t o r s , such as i m p r o v e m e n t in their p r u d e n t i a l 
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r e g u l a t i o n s , a v a i l a b i l i t y of s k i l l e d m a n p o w e r , a d e q u a t e c o m p u t e r 
and c o m m u n i c a t i o n f a c i l i t i e s , e t c . J o i n t v e n t u r e s with f o r e i g n 
b a n k s and the r e q u i r e m e n t to h i r e local p r o f e s s i o n a l s in 
i m p o r t a n t p o s i t i o n s of f o r e i g n b a n k s c o u l d be one of the w a y s to 
d e a l w i t h the p r o b l e m of lack of b a n k i n g e x p e r t i s e in A S E A N 
c o u n t r i e s . M o r e c o m p e t i t i v e b a n k s at h o m e m a n a g e d by 
p r o f e s s i o n a l b a n k e r s can e a s i l y i n t e g r a t e t h e m s e l v e s in the 
i n t e r n a t i o n a l b a n k i n g c o m m u n i t y . This should be t a k e n into 
c o n s i d e r a t i o n in the l i b e r a l i z a t i o n p r o c e s s because, p r e m a t u r e or 
i n d i s c r i m i n a t e l i b e r a l i z a t i o n c o u l d lead to g r e a t e r c o n c e n t r a t i o n 
of t h e A S E A N f i n a n c i a l m a r k e t s in f o r e i g n h a n d s . Under t h i s 
s i t u a t i o n , t h e r e w i l l be no A S E A N , bank to speak of t h a t c o u l d 
p a r t i c i p a t e in i n t e r n a t i o n a l b a n k i n g . 
The s e c o n d o b s t a c l e that ASEAN c o u n t r i e s m u s t h u r d l e is that 
of i n c r e a s i n g their t r a d e and i n v e s t m e n t . A S E A N b a n k s could 
follow the b u s i n e s s of their n a t i o n a l s in other c o u n t r i e s . The 
v o l u m e of b u s i n e s s s h o u l d reach a c e r t a i n level that can s u s t a i n 
the i n i t i a l o p e r a t i o n s of ASEAN b a n k s in those c o u n t r i e s . A s 
b a n k i n g b u s i n e s s e x p a n d s , b r a n c h e s / s u b s i d i a r i e s of A S E A N b a n k s 
can p e r h a p s s t a r t e x t e n d i n g b a n k i n g s e r v i c e s to n a t i o n a l s of h o s t 
c o u n t r i e s . T h i s is a long shot for A S E A N c o u n t r i e s , and it 
g r e a t l y d e p e n d s on how their e x p o r t of g o o d s and c a p i t a l are 
t r e a t e d in h o s t c o u n t r i e s . 
G . R e g u l a t o r y S i t u a t i o n 
The M o n t r e a l d o c u m e n t is v e r y m u c h r e l e v a n t to ASEAN 
c o u n t r i e s in this a s p e c t . It r e c o g n i z e s the r i g h t of c o u n t r i e s 
to i n t r o d u c e new r e g u l a t i o n s . R e g u l a t i o n s a r e needed e v e n in the 
p r o c e s s of . l i b e r a l i z a t i o n to f i n e t u n e the f i n a n c i a l s y s t e m so 
that the e f f e c t i v e n e s s of m o n e t a r y p o l i c i e s s h a l l be m a i n t a i n e d . 
As a l r e a d y noted a b o v e , s o m e of the b a n k i n g i n s t i t u t i o n s and 
b a n k i n g a c t i v i t i e s may be new to the A S E A N b a n k i n g s y s t e m s , h e n c e 
p r u d e n t i a l r e g u l a t i o n s are n e e d e d to m a i n t a i n the i n t e g r i t y of 
the f i n a n c i a l s y s t e m as w e l l as p r o t e c t d e p o s i t o r s and i n v e s t o r s . 
Some A S E A N c o u n t r i e s are in the p r o c e s s of r e o r g a n i z i n g their 
r e g u l a t o r y b o d i e s . In the P h i l i p p i n e s , for e x a m p l e , t h e r e a r e a 
number of b i l l s that seek to r e f o r m the k e y r e g u l a t o r y b o d i e s , 
such as the C e n t r a l B a n k , the S e c u r i t i e s and E x c h a n g e C o m m i s s i o n 
to m a k e it the lead a g e n c y in the c a p i t a l m a r k e t , and the 
P h i l i p p i n e D e p o s i t I n s u r a n c e C o r p o r a t i o n . T h a i l a n d and I n d o n e s i a 
are n o t far b e h i n d in this p r o c e s s . 
The EC and the US seem to h a v e d i f f e r e n t v i e w s in this a r e a . 
The EC p r o p o s a l a l l o w s n e w r e g u l a t i o n s t h a t m a y b e i n t r o d u c e d 
after the a g r e e m e n t o n l y to " p r e v e n t or s o l v e a s e r i o u s e c o n o m i c 
c r i s i s or f i n a n c i a l d i s t u r b a n c e " (p. 8 ) . A s a l r e a d y m e n t i o n e d 
a b o v e , A S E A N c o u n t r i e s m a y i n t r o d u c e new r e g u l a t i o n s e s p e c i a l l y 
in n e w l y d e v e l o p e d f i n a n c i a l s u b - m a r k e t s for p r u d e n t i a l r e a s o n s 
even if t h e r e is no i m m i n e n t c r i s i s . In c o n t r a s t , the US 
p r o p o s a l a c c o m m o d a t e s new r e g u l a t i o n s a f t e r the a g r e e m e n t for 
p r u d e n t i a l r e a s o n s , b u t it a d d s that "such a c t i o n s s h a l l not 
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p r e v e n t the e s t a b l i s h m e n t b y f i n a n c i a l s e r v i c e p r o v i d e r of 
a n o t h e r P a r t y of an e n t e r p r i s e for the p r o v i s i o n of f i n a n c i a l 
s e r v i c e s on c o n d i t i o n s w h i c h a c c o r d n a t i o n a l t r e a t m e n t " ( p . 9 ) . 
It s h o u l d be p o i n t e d o u t t h a t the new r e g u l a t i o n s c o u l d i n c l u d e 
l i m i t i n g the n u m b e r of p l a y e r s in n e w l y e s t a b l i s h e d s u b - m a r k e t s 
in ord e r to c o n t r o l the level of c o m p e t i t i o n in t h o s e p a r t i c u l a r 
s u b - m a r k e t s . 
H . S a f e g u a r d s and E x c e p t i o n s 
The f r a m e w o r k a g r e e m e n t s h o u l d i n c l u d e s a f e g u a r d s to a l l o w 
A S E A N c o u n t r i e s to o p e r a t e w i t h some f l e x i b i l i t y . In the e v e n t of 
s e v e r e b a l a n c e - o f - p a y m e n t s c r i s i s , A S E A N c o u n t r i e s m a y 
t e m p o r a r i l y s u s p e n d the l i b e r a l i z a t i o n p r o c e s s c o m m i t t e d under 
the f r a m e w o r k a g r e e m e n t w h i l e they s o r t o u t the c a u s e s of the 
p r o b l e m . T h e y m a y r e s o r t to d i s c r i m i n a t o r y m e a s u r e s if t h e r e is 
s u f f i c i e n t e v i d e n c e to s h o w that the i m b a l a n c e s w e t e c a u s e d b y 
e x c e s s i v e a c t i v i t i e s of f o r e i g n f i n a n c i a l s e r v i c e s p r o v i d e r s in 
h o s t c o u n t r i e s . This is in s h a r p c o n t r a s t to the US (Article 8) 
and EC (Article 15) p r o p o s a l s . S a f e g u a r d s a r e a l s o n e c e s s a r y to 
p r e v e n t f o r e i g n f i n a n c i a l s e r v i c e s s u p p l i e r s from p r a c t i c i n g 
p r e d a t o r y p r i c i n g in h o s t c o u n t r i e s . 
V I . I N C R E A S I N G C O M P E T I T I V E N E S S OF B A N K S IN A S E A N C O U N T R I E S 
A N D I N C R E A S I N G T H E I R S H A R E OF I N T E R N A T I O N A L T R A D E 
IN B A N K I N G S E R V I C E S 
This s e c t i o n e x a m i n e s s o m e m e a s u r e s that can i m p r o v e the 
c o m p e t i t i v e n e s s of A S E A N b a n k s and i n c r e a s e their s h a r e in 
i n t e r n a t i o n a l t r a d e in b a n k i n g 'services 
A . I m p r o v i n g C o m p e t i t i v e n e s s 
A S E A N c o u n t r i e s h a v e a l r e a d y i d e n t i f i e d s o m e b a r r i e r s to 
c o m p e t i t i o n a m o n g b a n k s o p e r a t i n g w i t h i n their o w n t e r r i t o r i e s . 
I n d e e d , t h e r e are s e r i o u s e f f o r t s to d i s m a n t l e t h e s e b a r r i e r s . 
O n e of t h e s e b a r r i e r s is the p r e s e n c e of s e v e r a l l a r g e s t a t e -
owned f i n a n c i a l i n s t i t u t i o n s in t h e A S E A N f i n a n c i a l m a r k e t s . The 
s p e c i a l p r i v i l e g e s t h e y e n j o y c o n f e r them u n d u e a d v a n t a g e over 
p r i v a t e b a n k s . A l t h o u g h o r i g i n a l l y d e s i g n e d to be d e v e l o p m e n t 
b a n k s , s t a t e - o w n e d b a n k s h a v e g r a d u a l l y m o v e d into a r e a s w h e r e 
p r i v a t e b a n k s a r e o p e r a t i n g . T h e r e is n o w a m o v e t o w a r d s 
p r i v a t i z i n g m o s t of t h e s e s t a t e - o w n e d b a n k s w h i l e the s p e c i a l 
p r i v i l e g e s g i v e n to the r e m a i n i n g ones h a v e been s l o w l y p h a s e d 
o u t . T h i s p r o c e s s c o u l d p e r h a p s be a c c e l e r a t e d . 
The s e l e c t i v e c r e d i t c o n t r o l p o l i c y of A S E A N c o u n t r i e s h a s 
u n d e r m i n e d the c o m p e t i t i v e n e s s of A S E A N b a n k s . It h a s w e a k e n e d 
the i n i t i a t i v e of bank m a n a g e r s to m a n a g e loan p o r t f o l i o s i n c e a 
big c h u n k of it is e a r m a r k e d to s p e c i f i c p r i o r i t y s e c t o r s . The 
d i s m a n t l i n g of this p o l i c y , w h i c h w a s a l r e a d y b e g u n b y s o m e A S E A N 
59 
c o u n t r i e s , w i l l h o p e f u l l y d e v e l o p m o r e p r o f e s s i o n a l b a n k e r s in 
the r e g i o n . 
In the p a s t , p o l i c i e s that e n c o u r a g e d s p e c i a l i z a t i o n h a v e 
f r a g m e n t e d the f i n a n c i a l m a r k e t s of A S E A N c o u n t r i e s and r e d u c e d 
c o m p e t i t i o n a m o n g d i f f e r e n t t y p e s of f i n a n c i a l i n s t i t u t i o n s . The 
r e c e n t trend t o w a r d s u n i v e r s a l b a n k i n g w i l l h o p e f u l l y i n c r e a s e 
c o m p e t i t i o n a m o n g d i f f e r e n t types of f i n a n c i a l i n s t i t u t i o n s . 
F e e - b a s e d a c t i v i t i e s h a v e b e e n e n c o u r a g e d . T h i s is i m p o r t a n t 
s i n c e t h e r e is a g r o w i n g m a r k e t for f e e - b a s e d s e r v i c e s for both 
d o m e s t i c a n d f o r e i g n c l i e n t s . E x p e r i e n c e of A S E A N b a n k s in this 
area w i l l be e x t r e m e l y u s e f u l w h e n t h e y c o m p e t e in the 
i n t e r n a t i o n a l f i n a n c i a l m a r k e t s . 
P r u d e n t i a l r e g u l a t i o n s in A S E A N c o u n t r i e s h a v e a l s o b e e n 
r e v i s e d to r e d u c e i n s t a b i l i t y in their f i n a n c i a l s y s t e m s that 
m i g h t r e s u l t from s t i f f e r c o m p e t i t i o n . For i n s t a n c e , c a p i t a l 
r e q u i r e m e n t s for p r a c t i c a l l y a l l t y p e s of b a n k c a t e g o r i e s h a v e 
b e e n r e v i s e d u p w a r d s . T h i s w i l l e n c o u r a g e s m a l l b a n k s to m e r g e 
a m o n g t h e m s e l v e s or a c c e p t f o r e i g n e q u i t y p a r t i c i p a t i o n . A l s o , 
rules on l o a n s to bank d i r e c t o r s , o f f i c e r s and r e l a t e d i n t e r e s t s 
h a v e b e e n t i g h t e n e d to d i s c o u r a g e t h e m from c o m m i t t i n g f r a u d . A 
s t r o n g b a n k that h a s a good t r a c k record at h o m e w i l l b e in a 
b e t t e r p o s i t i o n to e n t e r t h e i n t e r n a t i o n a l b a n k i n g c o m m u n i t y . 
F i n a l l y , a p o l i c y of a l l o w i n g b r a n c h e s of f o r e i g n b a n k s to 
e x p a n d their o p e r a t i o n s w i t h i n the t e r r i t o r i e s t h r o u g h b r a n c h i n g 
and to d i v e r s i f y their b a n k i n g s e r v i c e s c a n f u r t h e r e n h a n c e the 
c o m p e t i t i v e n e s s of A S E A N b a n k s . B r a n c h e s of f o r e i g n b a n k s 
o p e r a t i n g in A S E A N c o u n t r i e s h a v e s e r v e d a s an i m p e t u s for 
c o m p e t i t i o n . M o r e o v e r , t h e y a r e k e y s o u r c e s of b a n k i n g 
i n n o v a t i o n s . This is i m p o r t a n t to A S E A N c o u n t r i e s s i n c e t h e r e 
a r e no p a t e n t s to i n n o v a t i v e b a n k i n g i n s t r u m e n t s and s e r v i c e s 
d e v e l o p e d b y f o r e i g n b a n k s . 
B . I n c r e a s i n g the S h a r e of I n t e r n a t i o n a l T r a d e 
in B a n k i n g S e r v i c e s 
One of the w a y s b y w h i c h A S E A N b a n k s can i n c r e a s e their 
s h a r e of i n t e r n a t i o n a l t r a d e in b a n k i n g s e r v i c e s is t h r o u g h 
i n t e g r a t i o n of tneir f i n a n c i a l m a r k e t s . T h i s , of c o u r s e , 
r e q u i r e s h a r m o n i z a t i o n of their b a n k i n g p o l i c i e s . It m i g h t b e 
w o r t h w h i l e to c o n s i d e r this at this m o m e n t s i n c e A S E A N c o u n t r i e s 
a r e in the p r o c e s s of l i b e r a l i z i n g their f i n a n c i a l m a r k e t s . 
J o i n t v e n t u r e b a n k s c o u l d b e e a s i l y e n c o u r a g e d a m o n g A S E A N 
c o u n t r i e s if their b a n k i n g r e g u l a t i o n s (and tax s y s t e m s ) are 
h a r m o n i z e d . 
T h e r e a r e a l r e a d y s o m e i n i t i a t i v e s b e i n g d o n e b y A S E A N 
c o u n t r i e s to e x p a n d i n t r a - A S E A N b a n k i n g a c t i v i t i e s that- need to 
b e e n c o u r a g e d f u r t h e r . One is the a g r e e m e n t on u s i n g A S E A N 
c u r r e n c i e s in i n t r a - A S E A N t r a d e . It w i l l p r o m o t e the e x p a n s i o n 
of t r a d e p a r t i c u l a r l y w i t h A S E A N c o u n t r i e s w h i c h are c o n f r o n t e d 
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w i t h c h r o n i c b a l a n c e - o f - p a y m e n t s d e f i c i t s or w h o s e t r a d e r s are 
c o v e r e d b y t i g h t f o r e i g n e x c h a n g e r e g u l a t i o n s . M o r e i m p o r t a n t l y , 
it w i l l e x p a n d i n t r a - A S E A N b a n k i n g a c t i v i t y a r i s i n g from g r e a t e r 
i n t r a - A S E A N f i n a n c i a l f l o w s . 
A n o t h e r i n i t i a t i v e , w n i c h u n f o r t u n a t e l y has not y e t taken 
off the g r o u n d , is the d e v e l o p m e n t of the A S E A N b a n k e r s ' 
a c c e p t a n c e (ABA). It is s u p p o s e d to c a p t u r e the A S E A N m a r k e t s on 
a c c e p t a n c e s w h i c h h a v e b e e n l a r g e l y s e r v i c e d b y A m e r i c a n and 
B r i t i s h b a n k s . The A B A s w o u l d be e l i g i b l e o n l y to cover i m p o r t s 
of g o o d s from other A S E A N c o u n t r i e s . W i t h h a r m o n i z a t i o n of 
b a n k i n g r e g u l a t i o n s and tax s y s t e m as w e l l as r e l a x a t i o n of 
f o r e i g n e x c h a n g e r e g u l a t i o n s among A S E A N c o u n t r i e s , p r p g r e s s in 
the d e v e l o p m e n t of A B A s c o u l d take p l a c e . 
It m i g h t b e f e a s i b l e for ASEAN b a n k s to c r e a t e an i n t e r b a n k 
m a r k e t a m o n g t h e m s e l v e s . It w a s p o i n t e d o u t in S e c t i o n II that 
s o m e A S E A N b a n k s a r e n e t l e n d e r s in the i n t e r n a t i o n a l i n t e r b a n k 
m a r k e t , w h i l e o t h e r s are n e t b o r r o w e r s . T h u s , the p o t e n t i a l for 
d e v e l o p i n g this m a r k e t a l r e a d y e x i s t s . 
B e y o n d the A S E A N r e g i o n , it m i g h t b e n e c e s s a r y for A S E A N 
b a n k s to p a r t i c i p a t e in s o m e of the a c t i v i t i e s of e s t a b l i s h e d 
i n t e r n a t i o n a l b a n k s . The c o u n t r y funds tfhat h a v e been r e c e n t l y 
c r e a t e d for A S E A N c o u n t r i e s could h a v e been o n e of sucn 
o p p o r t u n i t i e s . All of t h e s e funds a r e b e i n g m a n a g e d b y 
i n t e r n a t i o n a l b a n k s with p r a c t i c a l l y no p a r t i c i p a t i o n from A S E A N 
b a n k s w h e n in fact s o m e of the a c t i v i t i e s , such as f o r m u l a t i o n of 
p r o p o s a l s for c l i e n t f i r m s , c o u l d h a v e b e e n r e a d i l y d o n e b y A S E A N 
b a n k s . 
F i n a l l y , the f r a m e w o r k a g r e e m e n t on t r a d e in b a n k i n g 
s e r v i c e s w i l l h o p e f u l l y g i v e m o r e o p p o r t u n i t i e s for A S E A N b a n k s 
to i n c r e a s e their p h y s i c a l p r e s e n c e in other c o u n t r i e s , 
e s p e c i a l l y t h o s e that h a v e b e e n their i m p o r t a n t t r a d i n g p a r t n e r s . 
T h e r e a r e s t r o n g i n d i c a t i o n s that a m u l t i l a t e r a l f r a m e w o r k 
a g r e e m e n t w i l l be m o r e b e n e f i c i a l to A S E A N c o u n t r i e s as w e l l as 
other d e v e l o p i n g c o u n t r i e s than a b i l a t e r a l a g r e e m e n t . 
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